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SUSPEND  AND  REVIEW  PROGRAM  OF  THE 
GENERAL  SERVICES  ADMINISTRATION;  AND 
GSA'S  PLANS  FOR  CHANGES  IN  REAL  PROP- 
ERTY SERVICES  AS  INDICATED  IN  THE  NA- 
TIONAL PERFORMANCE  REVIEW 


THURSDAY,  NOVEMBER  4,  1993 

House  of  Representatives, 
Subcommittee  on  Public  Buildings  and  Grounds, 
Committee  on  Public  Works  and  Transportation, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  other  business,  at  8:51  a.m. 
in  room  2253,  Raybum  House  Office  Building,  Hon.  James  A. 
Traficant,  Jr.  [chairman  of  the  subcommittee]  presiding. 

Mr.  Traficant.  The  subcommittee  will  now  begin  its  hearing  on 
GSA's  suspend  and  review  process. 

We  have  as  our  witness  today  Ms.  Julia  Stasch,  the  Deputy  Ad- 
ministrator of  the  General  Services  Administration. 

We  are  pleased  to  have  you  once  again  before  this  subcommittee. 
We  have  your  written  statement  and  would  ask  you  to  summarize. 
Your  written  statement  will  be  placed  in  the  record.  Without  objec- 
tion, so  ordered. 

Ms.  MOLINARI.  Mr.  Chairman,  may  I  ask  unanimous  consent  that 
I  sit  in  on  this  hearing  as  a  member  of  this  subcommittee? 

Mr.  Traficant.  Without  objection,  so  ordered.  I  would  also  like 
the  gentlelady  from  New  York  to  know  that  we  will  allow  you  the 
opportunity  to  ask  any  questions  that  affect  you  and  your  region. 

Ms.  MOLINARI.  I  appreciate  that,  Mr.  Chairman. 

TESTIMONY  OF  JULIA  STASCH,  DEPUTY  ADMINISTRATOR, 
GENERAL  SERVICES  ADMINISTRATION 

Ms.  Stasch.  Mr.  Chairman  and  members  of  the  subcommittee, 
thank  you  for  the  opportunity  to  appear  here  today  to  bring  you  up 
to  date  on  GSA's  Time-Out  and  Review  process  and  the  status  of 
planning  and  implementation  of  the  National  Performance  Review 
recommendations  for  real  estate. 

As  you  indicated,  I  have  submitted  complete  testimony  for  the 
record,  but  I  do  have  a  few  summary  comments  here. 

I  realize  how  anxious  everyone  is  to  begin  to  learn  the  results  of 
the  Time-Out  and  Review,  and  we  appreciate  the  frustration  that 
the  first  group  of  project  recommendations  has  not  yet  been  re- 
leased. We  are  also  mindful,  however,  that  the  first  recommenda- 
tions will  be  the  test  of  the  seriousness,  care,  and  professionalism 
of  the  effort.  It  will  be  the  first  answer  to  the  questions  posed  by 

(1) 


Member  after  Member  as  Mr.  Johnson  and  I  met  many  of  them. 
They  asked,  "Can  we  save  money  by  taking  another  look  at  the  re- 
quirements, particularly  in  light  of  current  circumstances  and  the 
right-sizing  imperatives  of  the  NPR?  Can  we  save  money  by  look- 
ing at  available  alternatives,  and  also  at  cost?  Are  our  specifica- 
tions and  approach  to  procurement  in  any  way  precluding  us  from 
creative,  cost-effective  solutions  from  the  design  and  construction 
industry?" 

A  great  deal  of  credibility  rests  on  the  seriousness  of  the  effort, 
and  we  want  you  to  feel  confident  that  the  recommendations  are 
something  we  can  both  be  pleased  to  present  as  evidence  of  a  joint 
effort  to  use  limited  resources  wisely. 

The  first  group  of  recommendations  will  be  available  next  week, 
and  we  will  follow  an  agreed-upon  procedure  for  communication, 
established  with  the  committee,  for  notification  as  well  as  the  ap- 
propriate established  process  for  rescission  or  modification,  if  that 
is  the  context  of  any  recommendations. 

With  respect  to  the  real  estate  recommendations  contained  in  the 
National  Performance  Review,  I  know  you  are  aware  that  we  are 
not  merely  talking  about  streamlining  or  getting  better  at  what  we 
do.  We  are  talking  about  a  change  in  how  we  handle  real  estate 
and  serve  our  agency  clients. 

The  advice  from  a  recent  GAO-convened  panel  of  representatives 
from  private  sector  firms  with  significant  real  estate  operations 
cautioned  us  to  go  slowly.  Nevertheless,  planning  is  intensely  un- 
derway to  combine  our  current  real  estate  functions  and  restruc- 
ture them  as  an  asset  manager  and  a  service  provider  organization, 
complimented  by  a  cadre  of  professional  account  managers.  The 
priority  is  the  careful  creation  of  the  asset  manager,  whose  purpose 
will  be  to  manage  the  Federal  portfolio  for  yield  in  the  same  man- 
ner, and  measured  against  comparable  benchmarks,  as  the  private 
sector. 

Supporting  this  activity  will  be  a  major  effort  to  ensure  that  we 
have  in  place  long-range  plans  for  major  markets,  looking  out  over 
five  to  seven  years. 

These  are  my  highlights,  and  I  would  be  prepared  to  respond  to 
any  questions  that  you  have. 

Mr.  Traficant.  Mr.  Duncan,  any  statement? 

Mr.  Duncan.  Well,  thank  you,  Mr.  Chairman.  I  had  previously 
mentioned  that  I  think  that  Administrator  Johnson  and  Deputy 
Administrator  Stasch  are  headed  in  the  right  direction  and  doing 
what  I  think  is  best  in  reviewing  all  of  these  different  projects.  Ap- 
parently we're  not  at  the  point  where  Ms.  Stasch  can  give  us  a  lot 
of  specific  information. 

I  do  understand,  though,  that  the  Administration  submitted  to 
Congress  recently  a  package  which  calls  for  rescission  of  $126  mil- 
lion for  the  GSA.  It  really  is  not  specific  on  where  those  cuts  would 
be  made.  Can  you  tell  us  anything  about  that? 

Ms.  Stasch.  I  don't  have  the  specific  detail  on  that,  but  we're 
confident  that  over  the  next  few  weeks,  as  the  results  of  the  first, 
second,  and  possibly  third  group  of  recommendations  fall  into  place 
and  the  savings  are  expressed,  that  we  will  be  able  to  fill  this  out. 

Mr.  Duncan.  All  right.  When  are  you  going  to  submit  the  specific 
details  about  your  first  package  of  projects  that  you  have  reviewed? 


Ms.  Stasch.  Next  week. 

Mr.  Duncan.  Next  week? 

Ms.  Stasch.  Yes. 

Mr.  Duncan.  All  right.  , 

You  know  from  previous  appearances  here  that  we  have  had 
many  questions  about  the  Atlanta  project,  and  also  there  have  beert' 
a  number  of  questions  raised  about  the  cost  of  the  new  Federal 
Courthouse  in  Boston.  Have  you  looked  at  the  Federal  Courthouse 
project  in  Boston,  and  can  you  tell  me  what  the  status  of  that  is 
at  this  time? 

Ms.  Stasch.  Both  the  Atlanta  project  and  the  Boston  courthouse, 
because  of  their  imminent  milestones,  are  in  the  first  group. 

Mr.  Duncan.  They  are  in  the  first  group? 

Ms.  Stasch.  Yes. 

Mr.  Duncan.  Okay.  So  you  will  becoming  out  with  statements  on 
them  next  week? 

Ms.  Stasch.  Yes. 

Mr.  Duncan.  Are  there  11  projects  in  that  group? 

Ms.  Stasch.  Between  11  and  16. 

Mr.  Duncan.  Between  11  and  16? 

Ms.  Stasch.  Yes. 

Mr.  Duncan.  All  right. 

Well,  thank  you  very  much,  Mr.  Chairman. 

I  have  a  prepared  statement  for  the  record. 

[Mr.  Duncan's  prepared  statement  follows:] 


PREPARED  STATEMENT  OF  HON.  JOHN  J.  DUNCAN,  JR. 


I  AM  PLEASED  TO  WELCOME  DEPUTY  GSA  ADMINISTRATOR,  JULIA  STASCH,  TO 
THE  SUBCOMMITTEE'S  "TIME  OXJT  AND  REVIEW"  AND  NATIONAL  PERFORMANCE 
REVIEW  OVERSIGHT  HEARING  TODAY.  I  HAVE  BEEN  VERY  IMPRESSED  WITH  MS. 
STASCH  AND  GSA  ADMINISTRATOR  ROGER  JOHNSON  AS  A  RESULT  OF  THEIR 
WILLINGNESS  TO  INTRODUCE  BOLD  COST  SAVING  INITIATIVES  AT  GSA.  I 
APPRECIATE  MR.  JOHNSON'S  AND  MS.  STASCH' S  ONGOING  CONSULTATION  WITH 
ME  AND  OTHER  MEMBERS  OF  CONGRESS  AS  THEY  MOVE  FORWARD  WITH  NEW 
INITIATIVES. 

I  HAVE  ENDORSED  WITH  ENTHUSIASM  THE  "TIME  OUT  AND  REVIEW"  PROCESS 
SINCE  IT  WAS  ANNOUNCED  ON  SEPTEMBER  16,  1993.  I  AM  HOPEFUL  THAT 
SUBSTANTIAL  SAVINGS  CAN  BE  FOUND  IN  THE  OVER  2  00  PROJECTS  UNDER 
REVIEW.  WE  DO  EXPECT  RESULTS  BUT  NOT  PERFECTION  IN  THIS  PROCESS. 

WITH  THE  FEDERAL  GOVERNMENT  $4.2  TRILLION  IN  DEBT,  IT  WOULD  BE 
IRRESPONSIBLE  TO  CEASE  THE  SEARCH  FOR  OPPORTUNITIES  TO  REDUCE  THE 
COST  OF  FEDERAL  OFFICE  BUILDINGS  AND  COURTHOUSES.  THE  SUBCOMMITTEE 
MUST  STAY  THE  COURSE,  WHICH  BEGAN  WITH  THE  SECRET  SERVICE  BUILDING 
IN  1992,  IN  OUR  BIPARTISAN  EFFORT  TO  REMOVE  THE  FACTORS  WHICH 
DRIVE-UP  THE  COST  OF  FEDERAL  OFFICE  AND  JUDICIAL  SPACE.  FOR 
EXAMPLE,  WE  MUST  ELIMINATE  APPLICATION  OF  THE  "SCORING  RULES"  TO 
FEDERAL  BUILDING  PROJECTS  THROUGH  PASSAGE  OF  H.R.  2680.  WE  SHOULD 
ALSO  CONTINUE  TO  EXPAND  DELINEATED  AREAS  WHICH  RESTRICT  OUR  ABILITY 
TO  ACQUIRE  BUILDING  CONSTRUCTION  SITES  THAT  ARE  AFFORDABLE  FOR  THE 
TAXPAYER. 

I  APPLAUD  CHAIRMAN  TRAFICANT  AND  THE  VICE  CHAIRMAN,  MS.  NORTON  FOR 
THEIR  BIPARTISAN  SUBCOMMITTEE  LEADERSHIP.  WE  HAVE  BEGUN  TO 
TRANSFORM  THIS  SUBCOMMITTEE  FROM  A  "RUBBER  STAMP"  INTO  ONE  WHICH 
VIGOROUSLY  AND  INDEPENDENTLY  CHALLENGES  THE  COST  OF  CONSTRUCTION 
AND  LEASING  PROPOSALS. 

I  WELCOME  ALL  WHO  WILL  TESTIFY  TODAY. 


Mr.  Traficant.  The  gentlewoman  from  New  York? 

Ms.  MOLINARI.  Thank  you,  Mr.  Chairman. 

I  ask  unanimous  consent  that  my  statement  be  included  in  the 
record. 

Mr.  Traficant.  Without  objection,  so  ordered. 

Ms.  MOLINARI.  I  have  been  dealing  with  GSA  and  FDA  over  re- 
cent weeks  concerning  a  prospectus  that  was  mandated  by  the  Con- 
gress for  moving  FDA  headquarters  currently  located  in  Brooklyn, 
New  York,  to  York  College  in  Queens.  Part  of  my  concern,  Mr. 
Chairman,  and  to  the  Deputy  Administrator,  obviously  stems  from 
the  fact  that  the  Congressional  mandate  happened  before  a  base  in 
Staten  Island,  that  I  represent,  was  closed.  Nonetheless,  I  am  now 
trying  to  fmd  tenants  for  this  Federal  property. 

I  have  been  meeting  with  both  FDA  and  GSA  to  determine  if  re- 
locating the  FDA  lab  to  Staten  Island  is  a  viable  proposition. 
Madam  Administrator,  do  you  have  any  additional  information  as 
to  how  FDA  is  proceeding,  along  with  GSA,  relative  to  its  analysis 
on  York  College  and  any  other  property  available  in  the  area? 

Ms.  Stasch.  I'm  sorry,  I  don't  have  the  specific  details,  but  we 
can  make  sure  that 

Ms.  MOLINARI.  I  would  appreciate  that. 

What  prompted  me  to  come  here  this  morning  was  upon  review 
of  Ms.  Stasch's  preliminary  statement,  I  see  that  GSA  is  now  going 
to  try  to  emphasize  accommodating  properties  that  have  been  put 
through  base  closure.  I  am  very  grateful  to  see  the  sensitivity  to 
trying  to  reuse  already  existing  Federal  owned  properties  that  have 
been  mothballed  due  to  the  base  closure  decisions  earlier  this  year. 
GSA's  review  obviously  makes  a  lot  of  sense. 

Ms.  Stasch,  how  do  we,  as  a  community,  work  with  you  to  make 
sure  that  you  are  going  through  your  list  of  closed  bases  and  con- 
sider the  Staten  Island  homeport  facility  for  future  Federal  use? 
How  do  we  help  you  sell  this  property  to  other  Federal  agencies, 
I  suppose?  What  relationship  do  we  need  to  engage  in? 

Ms.  Stasch.  I'd  like  to  get  much  more  up  to  speed  on  the  specif- 
ics of  that,  but  we  are  in  the  process  of  finalizing — and  some  of  the 
staff  members  of  the  committee  have  seen  an  asset  management 
tool  that  we  have  put  together  which  integrates,  in  a  graphic  man- 
ner, all  of  the  U.S.  Government  general  purpose  office  assets.  It 
also  has  an  overlay  of  all  of  the  base  closure  assets,  so  that  we  can 
tap  into  it  in  a  very  quick,  automated  manner  so  that  we  can  see 
proximity,  potential,  relocations  within  an  area.  I  think  that  very 
soon  we  would  be  pleased  to  make  a  demonstration  of  this  tool,  and 
I  think  you  would  be  very  pleased. 

Ms.  MOLINARI.  I  appreciate  that.  Would  you  please  contact  my  of- 
fice when  you  are  at  that  point? 

Ms.  Stasch.  Yes. 

Ms.  MOLINARI.  That  would  be  great.  Thank  you. 

Thank  you,  Mr.  Chairman.  That's  all. 

Mr.  Traficant.  Thank  you. 

[Ms.  Molinari's  prepared  statement  follows:] 


Hon.  Susan  Molinari 
Subcommittee  on  Public  Buildings  and  Grounds 
Nov.  4,  1993,  8:30AM,  2253  RHOB 

Thank  you  Mr.  Chairman.  I  appreciate  the  opportunity  to  sit  in 

on  your  hearing  regarding  GSA's  Time-Out-and-Review  of  some  200 

major  real  estate  projects.   I  am  sure  that  we  in  Congress  can 

support  the  savings  which  are  realistically  achievable  for  projects 

with  varying  degrees  of  progress  toward  construction  or  lease 

award . 


Deputy  Administrator  Julia  Stasch  makes  an  important  point  on 
page  2  of  her  statement  wherein  she  states:  "that  regional 
reassessments  will  focus  on  the  conformity  of  projects  to  bench 
mark  construction  cost  and  efficiency  values,  and  on  the 
availability  of  suitable  alternative  real  estate  solutions,  such  as 
base  Realignment  and  Closure  Act  properties  ..." 


Mr.  Chairman,  in  my  district  of  Staten  Island,  New  York  the 


naval  base  is  scheduled  for  closure  in  1994.  There  is  a  facility 
built  in  1990,  which  the  Navy  currently  occupies,  consisting  of 
approximately  190,000  square  feet  of  space —  a  portion  of  which  is 
office  and  the  remainder  of  which  is  a  laboratory  and  testing 
facility. 

Two  years  ago  this  committee  approved  a  lease  prospectus  for 
the  FDA  to  relocate  from  its  Brooklyn,  New  York  facility  which  is 
slated  for  demolition  due  to  age  and  obsolescence,  to  a  facility  to 
be  built  in  Queens,  New  York.  This  summer  the  Senate  Committee 
amended  this  prospectus  to  direct  GSA  to  negotiate  a  long-term 
lease  with  York  College  for  the  FDA. 

This  lease  which  would  run  for  20  years  at  an  annual  cost  of 
7.9  million  dollars  would  leave  GSA  in  the  unenviable  position  of 
lease  payments  for  a  specialized  facility  with  no  residual  asset  at 
the  end  of  the  lease  term. 


8 

Furthermore,  this  Queens  facility  would  be  built  from  scratch, 
I  am  told  at  a  cost  of  some  80  million  dollars,  and  that  cost  would 
be  borne  by  the  College.  While  I  do  not  have  the  specifics,  it  is 
my  belief  that  renovating  the  existing  facility  on  Staten  Island 
would  be  cheaper,  and  more  importantly  would  utilize  a  facility 
that  is  slated  for  closure  under  the  Base  Closure  Act. 


So,  today  Mr.  Chairman  I  am  asking  both  you  and  GSA  to  review 
this  matter  and  analyze  the  feasibility  of  the  FDA  relocating  to 
Staten  Island,  New  York  for  this  important  regional  lab  and 
headquarters  facility. 


Mr.  Traficant.  Deputy  Administrator,  I  have  a  number  of  ques- 
tions. Some  of  them  I  will  ask;  some  of  them  we  will  submit  to  you 
in  writing,  and  hopefully  you  can  respond  to  us  in  a  timely  fashion. 

I  would  also  like  to  say  that  if  there  is  any  member  of  the  staff 
on  either  side  of  the  aisle,  pursuant  to  the  questions  that  I  ask, 
who  may  have  a  follow-up  of  significance,  you  may  convey  it  to  me 
and  I  will  ask  it. 

I  will  also  be  open,  Mr.  Duncan,  as  we  move  through  my  ques- 
tioning— if  it  prompts  any  concerns  you  may  have,  feel  free  to  jump 
in  at  any  time. 

Has  GSA  contracted  out  to  any  private  firms  any  of  this  review 

work? 

Ms.  Stasch.  To  date,  GSA  has  not  used  any  outside  support  in 
conducting  our  internal  review  of  the  construction,  modernization, 
and  lease  projects  that  are  a  part  of  our  Time  Out  and  Review. 
However,  we  do  expect  to  use  a  contractor  to  assist  in  our  review 
of  the  cost  estimates  for  construction  projects.  This  contractor, 
which  will  support  the  Central  Office  review,  will  be  procured 
through  our  National  Capital  Region,  and  we  expect  the  total  cost 
of  this  support  to  be  approximately  $75,000. 

Mr.  Traficant.  You  stated  that  next  week  you  would  be  submit- 
ting a  package  relevant  to  the  questions  asked  by  Mr.  Duncan  and 
Ms.  Molinari.  What  day  next  week  will  that  be,  when  you  submit 
that  package? 

Ms.  Stasch.  Probably  Tuesday  or  Wednesday. 

Mr.  Traficant.  What  do  you  estimate  the  cost  of  the  Suspend 
and  Review  process  will  be  as  you  have  started  to  initiate  that 
process? 

Ms.  Stasch.  The  cost  of  the  process? 

Mr.  Traficant.  The  cost  of  the  process. 

Ms.  Stasch.  Savings? 

Mr.  Traficant.  Staff  time.  I  am  under  the  impression  that  these 
projects  have  already  been  recommended  by  GSA  staff  to  the  point 
where  they  are  workable;  they  have  looked  at  the  numbers,  and 
they  have  recommended  them  to  the  Congress  for  enactment.  Now, 
they  have  been  put  in  limbo.  They  have  been  recalled  and  they  are 
being  reevaluated. 

What  is  the  cost  in  staff  and  all  the  other  processes  to  reevalu- 
ated estimate  or  recommendation? 

Ms.  Stasch.  We  actually  did  a  manloading  analysis  of  this,  and 
we  can  apply  some  salary  and  time  factors  to  it  and  supply  that 
to  you. 

[Information  received  follows:] 

We  estimate  that  the  "Time-Out  and  Review"  process,  from  inception  through 
completion,  will  require  approximately  2,000  staff  days  of  effort  from  GSA's  regional 
offices  and  approximately  3,000  staff  days  of  effort  from  GSA's  Central  Office.  As- 
suming an  average  salary  cost  of  $150/staff  day,  the  personnel  costs  associated  with 
"Time-Out  and  Review"  are  conservatively  estimated  at  $750,000.  Overhead  attrib- 
utable to  the  process  can  be  said  to  add  approximately  $250,000  to  that  cost  for  a 
total  of  $1,000,000. 

Ms.  Stasch.  But  we  felt  that  notwithstanding  the  additional 
staff  time,  it  was  an  investment  that  we  needed  to  make. 

Mr.  Traficant.  What  do  you  estimate  the  savings  will  be  from 
such  a  process  as  you  look  at  this  and  foresee  any  savings? 
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Ms.  Stasch.  We  are  confident  that  there  will  be  savings.  We  are 
confident  that  savings  are  going  to  come  from  several  areas.  We  be- 
lieve that  there  will  be  some  projects  that,  notwithstanding  an  ear- 
lier review,  that  upon  reexamination  based  on  current  conditions 
and  current  projections  of  downsizing,  that  they  may  not  be  justi- 
fied at  this  time,  and  we  imagine  there  will  be  savings  there. 

We  also  know  that  we  will  find  savings  at  several  stages  for 
projects  that  are  in  various  stages  of  development,  either  in  the 
planning  stage,  at  conceptual  design,  nearing  the  end  of  the  design 
phase,  or  actually  ready  to  be  bid  for  construction. 

We  are  confident  that  if  we  take  a  fresh  look  at  the  nature  of  our 
specifications,  to  determine  whether  or  not  they  are  too  proscriptive 
and  therefore  resulting  in  a  higher  cost,  we  will  find  savings  there 
at  that  stage. 

We  are  going  to  take  another  look  at  how  we  could  do  procure- 
ment of  construction  services  to  see  if  possibly  a  source  selection 
approach,  inviting  value  engineering  at  that  stage,  could  yield  addi- 
tional savings.  We  have  some  estimates  of  as  much  as  5  to  7  per- 
cent savings  of  estimated  construction  costs  if  we  invited  the  value 
engineering  with  the  source  selection  process  for  construction  pro- 
curement. 

Mr.  Traficant.  What  is  the  status  of  the  Atlanta  project? 

Ms.  Stasch.  As  I  said,  the  Atlanta  project  will  be  in  the  first 
group  of  projects.  I  indicated  last  week  that  we  anticipated  that  to 
the  extent  that  it  did  survive  the  Suspend  and  Review,  we  would 
probably  be  recommending  an  ownership  option,  and  that  we  are 
confident  that  there  are  a  number  of  factors  that  would  result  in 
savings,  including  one  which  GSA  does  not  take  credit  for,  which 
is,  of  course,  the  decline  in  interest  rates  from  the  time  when  the 
project  was  authorized. 

Mr.  Traficant.  Do  you  have  another  list  that  is  more  current 
than  the  updated  list  of  September  16th? 

Ms.  Stasch.  We  have  added  a  few  lease  projects  and  we  will  sub- 
mit it  to  the  committee. 

Mr.  Traficant.  Okay. 

[Information  received  follows:] 

A  list  of  26  additional  lease  projects  follows.  These  projects  are  being  reviewed  to 
confirm  client  agency  requirements  and  commitment,  and  where  it  is  requested, 
whether  expansion  space  is  still  needed. 

ADDITIONAL  LEASE  PROSPECTUSES  SUBJECT  TO  TIME-OUT  AND  REVIEW 

[Provide  current  best  estimate  of  maximum  and  minimum  rental  authority  required  per  rentable  and  per  occupiable  square 

foot  based  on  anticipated  market  conditions] 


Proiect  Location 


Expiration  Expansion 

date  space  (OSF) 


Projects  to  remain  lease  procurements — re- 
view client  requirements  and  commitment 
only: 

Corps  of  Engineers  Mobile.  AL 09/14/93          (10,761) 

03/31/94 

Multiple  agencies Los  Angeles.  CA 04/24/96          (75.677) 

USGS/Bldg  7  &  8 Menio  Park,  CA  06/30/96     

IRS San  Francisco,  CA  07/25/95     

Multiple  agencies San  Francisco,  CA  12/31/93            (9,451) 

EPA  @  501  3rd  St Washington,  DC  03/08/97     

USSS  field  office Washington,  DC  05/31/95     
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ADDITIONAL  LEASE  PROSPECTUSES  SUBJECT  TO  TIME-OUT  AND  REVIEW— Continued 

[Provide  current  best  estimate  of  maximum  and  minimum  rental  authority  required  per  rentable  and  per  occupiable  square 

foot  based  on  anticipated  market  conditions] 


,      ,  Expiration  Expansion 

Proiect  Location  (,3,^  space  (OSF) 


INS Miami,  FL 


Westwood  Mam  Annex  Bettiesda,  MD  .... 

1390  Piccard  Drive  Rockville,  MD  

SSA Woodlawn.  MD  ... 

EPA Research  TP,  NC 

2800  Crystal  Drive Arlington,  VA 


IRS Fresno,  CA 

525  Market  St San  Francisco,  CA 

Commerce  (BEA)  Washington,  DC  .... 


DEA Washington.  DC 

NLRB/Penn  17  BIdg  Washington,  DC 

Multiple  Agencies Guam  

Probation  Office  Chicago,  IL 

EPA  Lab Boston,  MA 

INS Baltimore,  MD  ... 

USSS New  York,  NY  .... 

Lease  prospectuses  to  be  reviewed  in 
conjuction  with  modernization  project  re- 
quirements: 

Interior  Swing Washington.  DC 

Lafayette  Swing  Washington,  DC 

Justice  Swing  Washington,  DC 


03/31/92 

(10,924) 

04/21/93 

04/30/94 

05/15/93     . 

06/30/94     

03/08/93 

08/31/93     

06/17/95          

07/16/95 

03/01/94 

1,200 

09/01/95 

04/14/94 

19,217 

08/06/93 

36,570 

08/01/96 

04/30/97 

44.807 

03/30/92 

45.788 

12/31/94 

13,205 

1 

25,349 

12/31/95 

35,446 

05/11/92 

45,655 

1 
1 

8,348 

1 

^195,000 


'Not  applicable. 

'Expansion  requirements  included  in  this  prospectus  are  also  subject  to  review. 


Mr.  Traficant.   Since   1990,  how  many  lease  agreements  has 
GSA  cancelled? 
Ms.  Stasch.  I  don't  know.  I  will  get  that  information  fdr  you. 
[Information  received  follows:] 

In  the  context  of  Time-Out  and  Review,  GSA  reviewed  65  lease  prospectuses.  As 
a  result  of  the  process,  GSA  cancelled  two  of  those  prospectuses. 

Mr.  Traficant.  How  many  projects  have  you  had  to  recuse  your- 
self from  because  of  an  actual  or  potential  conflict  of  interest  that 
was  taking  place  on  any  of  those  projects? 

Ms.  Stasch.  There  are  three  matters  of  interest  to  this  commit- 
tee from  which  I  am  recused.  They  are  the  Southeast  Federal  Cen- 
ter project;  the  Minneapolis  courthouse  project;  and  the  IRS  head- 
quarters in  New  Carrollton.  Roger  Johnson,  the  Administrator, 
handles  all  discussions  with  respect  to  those  projects. 

Mr.  Traficant.  Could  you  explain  to  the  committee  the  term  "ac- 
ceptable reinvestment  level"  as  far  as  its  impacts  are  considered  in 
GSA  activity  in  your  review  process?  It  is  listed  as  a  part  of  the 
review  criteria  in  this  new  process  and  we've  never  had  an  expla- 
nation, "acceptable  reinvestment  level."  We're  interested  in  a  piece 
of  legislation  that  is  called  scoring,  and  we  were  hoping  that  we 
would  get  some  support  from  the  agency.  We  are  trying  as  best  we 
can  to  look  at  all  these  options.  We're  trying  to  distill  and  digest 
all  the  testimony  we're  getting  from  everybody.  We  are  absolutely 
beside  ourselves  as  we  continue  to  operate  the  same  way  that  this 
Congress  has  in  the  past.  We're  not  making  very  good  deals.  We 
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just  can't  get  any  support  outside  the  Congress.  We're  going  to 
have  to  look  at  all  of  these  variables. 

One  of  the  criteria  that  was  listed  as  far  as  Suspend  and  Review 
was  this  "acceptable  reinvestment  level."  How  does  that  fit  into 
this  mix? 

Ms.  Stasch.  It  is  a  benchmark  that  we  use  to  determine  whether 
or  not  renovation  is  a  feasible  alternative,  whether  an  investment 
in  an  existing  building  is  a  feasible  alternative  as  opposed  to  relo- 
cating or  new  construction. 

Mr.  Traficant.  What  role  will  the  Office  of  Management  and 
Budget  play  in  this  process,  this  Suspend  and  Review  matter? 

Ms.  Stasch.  To  the  extent  that  we  recommend  rescission  or 
modification,  we  would  send  the  packet  over  to  them  for  transmit- 
tal to  the  Congress. 

Mr.  Traficant.  Do  you  submit  all  those  projects  over  to  0MB  be- 
fore you  submit  them  to  us? 

Ms.  Stasch.  To  the  extent  that  we  recommend  rescission. 

Mr.  Traficant.  How  many  new  court  projects  are  on  the  list  of 
projects  and  what  is  the  total  estimated  cost  for  those  included  in 
this  review? 

Ms.  Stasch.  I  don't  have  that  specific.  I'll  get  that  for  you. 

[Information  received  follows:] 

GSA  has  included  26  new  courts  projects  in  its  "Time-Out  and  Review".  Although 
some  of  these  projects  are  not  sufficiently  developed  to  identify  a  construction  cost, 
the  total  site  and  estimated  construction  cost  for  known  projects  at  the  inception 
of  the  review  was  $1.8  billion. 

Mr.  Traficant.  What's  the  status  of  your  review  of  the  South- 
east Federal  Center  infrastructure  project? 

Ms.  Stasch.  I  don't  know,  because  I'm  recused  from  that  matter. 

Mr.  Traficant.  You've  been  recused. 

Won't  this  review  process,  with  its  freeze  on  leases,  buying,  re- 
pairing, or  constructing  buildings,  result  in  a  serious  loss  of  busi- 
ness to  the  private  commercial  real  estate  industry  in  this  country? 

Ms.  Stasch.  I  don't  believe  so.  I  think  that  whatever  solutions 
and  recommendations  we  come  up  with  are  still  real  estate  solu- 
tions. To  the  extent  that  they  embody  a  recommendation  for  rescis- 
sion, we  hope  that  there  will  be  a  consensus  that  it  is  money  that 
should  not  be  spent;  and  to  the  extent  that  money  should  not  be 
spent,  we  believe  it  should  not  be  spent  just  in  support  of  a  particu- 
lar industry  when  it  is  not  supported  by  need. 

Mr.  Traficant.  Is  there  anyone  here  of  your  support  staff  who 
could  answer  the  question  on  the  review  status  of  the  Southeast 
Federal  Center? 

Ms.  Stasch.  Not  unless  I  leave  the  room. 

Mr.  Traficant.  Well,  submit  that  for  the  record  for  us,  or  have 
that  submitted  by  the  agency. 

Ms.  Stasch.  Yes. 

[Information  received  follows:] 

At  the  time  of  the  hearing,  the  Southeast  Federal  Center  development  was  under 
review  by  the  Administrator's  "Time-Out  and  Review"  process  and  no  decision  had 
been  rendered.  Since  that  time,  the  development  was  approved  to  proceed,  and,  on 
December  7,  1993,  GSA  awarded  the  Southeast  Federal  Center  developer/manager 
contract  to  Federal  Center  Associates,  Inc. 

On  December  17,  1993,  a  protest  of  the  contract  award  was  filed  with  the  General 
Accounting  Office  (GAO)  by  an  unsuccessful  offeror  in  the  contract  competition. 
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South  Capitol  Landing,  Inc.  GSA  has  determined  not  to  proceed  with  the  develop- 
ment until  GAO  renders  a  decision,  which  is  expected  in  late  June,  1994. 

The  programmatic  requirements  for  the  new  General  Services  Administration 
Headquarters  building  at  the  Southeast  Federal  Center  are  being  studied  within  the 
agency  to  reflect  the  mandatory  right  sizing  of  the  agency  and  other  organizational 
changes  which  may  take  place. 

In  addition,  GSA  continues  in  its  effort  to  attract  Federal  tenants  for  future 
phases  of  the  Southeast  Federal  Center  development. 

Mr.  Traficant.  Could  you  explain  the  agency's  cost  benchmarks 
as  they  are  used  in  respect  to  Federal  office  buildings  and  court- 
houses? 

Ms.  Stasch.  Cost  benchmarks  are  a  tool  that  we  have  in  place 
to  evaluate  the  reasonableness  of  projected  estimated  construction 
cost  as  it  comes  from  the  region  to  the  central  office.  We  have  es- 
tablished a  series  of  benchmarks,  particularly  for  courthouses, 
which  vary,  depending  on  whether  they  are  low-,  mid-,  or  high-rise 
construction.  We  use  that  as  a  first  cut  evaluation  as  to  whether 
or  not  reasonable  care  has  been  taken  in  the  estimate.  Efficiency 
is  also  a  benchmark  for  cost. 

Mr.  Traficant.  Are  these  benchmarks  developed,  by  the  agency, 
or  are  they  industry-driven? 

Ms.  Stasch.  Well,  it's  a  combination  of  information  from  indus- 
try sources,  and  also  historical  GSA  data.  However,  the  bench- 
marks are  under  intense  scrutiny  right  now,  and  I  think  that  the 
benchmarks  will  categorically  be  dialed  down  based  on  what  we  an- 
ticipate for  cost  savings,  based  on  review  of  specifications  and  the 
procurement  process. 

Mr.  .Traficant.  There's  a  whole  issue  of  a  goal  of  reducing  the 
Federal  workforce  by  a  quarter  million  employees.  Even  though  not 
specifically  applied  to  GSA,  but  from  your  position,  has  there  been 
any  reduction  in  workforce  at  this  time?  And  has  it  been  incor- 
porated into  GSA  reduction  of  space,  or  utilization  of  occupiable 
space  by  a  reduction  in  the  GSA  workforce?  Have  you  seen  any  re- 
duction at  all  yet? 

Ms.  Stasch.  Within  GSA,  or  other  agencies? 

Mr.  Traficant.  Any  agency  that  GSA  would  have  some  impact 
on,  by  nature  of  the  fact  that  they  provide  the  space. 

Ms.  Stasch.  Yes,  we  have. 

Mr.  Traficant.  How  much? 

Ms.  Stasch.  One  particular  instance,  we  are  in  discussions  with 
U.S.  Customs  Service.  Their  original  projected  amount  of  space 
that  they  needed  as  they  relocated  was  approximately  600,000 
square  feet.  They  have  now  indicated  that  based  on  rightsizing  and 
decentralizing,  they  believe  they  can  occupy  approximately  400,000 
square  feet. 

Mr.  Traficant.  And  they  have  reduced  the  number  of  employees 
over  there? 

Ms.  Stasch.  I  don't  know  whether  or  not  their  workforce  has  re- 
duced, but  their  projected  need  upon  relocation  from  their  current 
premises  is  only  400,000  square  feet. 

Mr.  Traficant.  With  these  goals,  though,  of  a  quarter  million 
employees,  what  will  be  the  impact  as  far  as  GSA  is  concerned? 
How  much  reduction  in  space  do  you  see  as  far  as  your  inventory 
that  exists  now,  that  type  of  impact? 


ip.-7m  n  -  Qd  -  ■> 
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Ms.  Stasch.  Well,  it's  a  two-stage  process.  I  think  the  first  stage 
is  in  place  with  the  "no  new  net  square  footage,"  which  is  a  ceiling. 
The  next  stage  is,  as  we  enter  into  discussion  with  client  agencies, 
to  ask  the  probing  questions  about  what  the  impact  of  the  at  least 
252,000  will  have,  and  not  taking  on  face  value  the  assertion  that, 
"Well,  we're  a  growth  agency  and  that  doesn't  apply  to  us."  We  are 
confident  that  it  applies  across  the  board,  so  that  is  definitely  one 
of  the  issues  that  is  probed. 

Mr.  Traficant.  One  question  that  I  have  in  addition  to  that  is 
that  there  is  a  figure  allotted  of  square  feet  needed  for  a  Federal 
employee.  What  currently  is  the  formula  for  the  amount  of  occupi- 
able  square  feet? 

Ms.  Stasch.  I  think  it's  approximately  125. 

Mr.  Traficant.  It's  125? 

Ms.  Stasch.  I  think  so. 

Mr.  Traficant.  Is  there  a  possibility  under  any  occasion  that 
that  figure  could  be  lowered? 

Ms.  Stasch.  That  it  could  be  lowered?  It  absolutely  can  be  low- 
ered. There  are  many  initiatives  underway,  particularly  in  the  pri- 
vate sector — collocation,  flexible  workforce,  flexi-place  sort  of  ar- 
rangements, sharing  of  offices,  hoteling,  things  like  that,  which 
overall  reduce  the  number  of  square  feet  allotted.  We  are  going  to 
make  sure  that  GSA  account  managers  and  other  staff  that  are  in 
interaction  with  agencies  are  fully  up  to  speed  on  all  of  those  con- 
cepts, so  that  can  be  part  of  the  discussion. 

Mr.  Traficant.  What  is  the  correlation  here  to  private  industry? 
What  amount  of  square  feet  utilization  do  they  have  for  an  individ- 
ual employee?  ,     ,     .       t    x 

Ms.  Stasch.  I  don't  have  that.  I'd  have  to  make  a  calculation.  Let 
me  check  on  that  and  see  what  it  is,  because,  once  again,  we  are 
in  the  occupiable-versus-rentable  square  foot  discussion  here, 

[Information  received  follows:] 

The  private  sector  finds  it  difficult  to  arrive  at  one  ideal  average  density  (the 
amount  of  space  allocated  per  office  worker),  because  the  mix  of  work  place  types 
varies  greatly  in  different  organizations  dependent  on  such  factors  as  mission  and 
size.  However,  both  GSA  and  the  private  sector  develop  space  requirements,  based 
on  job  functions  which  establish  the  work  station  type  and  size. 

The  International  Facilities  Management  Association  (IFMA)  defines  Net  Square 
Footage  as  the  sum  of  areas  that  accommodate  a  specific  function,  for  example,  of- 
fices, conference  areas,  files,  copier,  and  reception,  including  circulation  areas.  A  re- 
cent IFMA  study  indicates  that  industry  space  allowances  range  from  about  93  to 
over  120  net  square  feet  per  person.  The  IFMA  study's  space  allowance  excludes 
both  support  space  and  circulation  to  achieve  that  range. 

Federal  Property  Management  Regulation,  Temporary  Regulation  I>-76  sets 
GSA's  "primary"  space  threshold  at  125  occupiable  square  feet  per  person,  including 
circulation.  Like  IFMA,  it  excludes  support  space  fi-om  the  calculation.  The  GSA 
"primary"  threshold  excluding  circulation  (to  match  IFMA's  approach)  is  108  square 
feet.  Just  like  private  industry,  GSA's  actual  square  footage  per  person  will  vary  de- 
pending on  each  agency's  mission  and  size. 

In  addition,  both  GSA  and  the  private  sector  treat  support  functions  (filing,  con- 
ference, reception)  separately.  These  support  functions  vary  depending  on  mission 
requirements  of  an  organization,  and  there  is  no  known  comparison  between  the  two 
in  the  £irea  of  support  space  analysis. 

Mr.  Traficant.  On  page  2  of  your  statement  you  talk  about  the 
term  "efficiency  values."  Could  you  briefly  explain  the  term  "effi- 
ciency values"  as  used  in  your  statement  on  page  2? 

Ms.  Stasch.  Let  me  check  the  context  here. 
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Oh,  "efficiency  values."  That  was  what  I  mentioned  just  a  mo- 
ment ago.  That's  a  benchmark  ratio  of  occupiable  square  feet  to 
gross  square  feet  of  a  building.  There  is  a  targeted  efficiency,  below 
which  it  is  clear  that  the  designer  has  not  done  its  work  and  is  pro- 
posing a  building  that  will  not  function  as  well  and  probably  will 
cost  more  than  it  needs  to. 

Mr.  Traficant.  Does  the  gentleman  from  Tennessee  have  a  ques- 
tion on  that? 

Mr.  Duncan.  No,  Mr.  Chairman,  not  specifically  on  that. 

As  you  know  and  as  other  people  who  have  watched  this  sub- 
committee know,  I  usually  have  a  large  number  of  questions.  It 
seems,  though,  that  many  of  the  questions  that  I  ordinarily  would 
have  had  are  possibly  going  to  have  to  wait  until  after  this  report 
comes  out  next  week. 

Unrelated  to  that  but  referring  to  the  statement  that  Ms.  Stasch 
gave  out,  I  would  ask  this  question.  On  page  3,  the  next  to  last 
paragraph,  it  says,  "This  portfolio  of  owned  and  leased  premises 
will  be  managed  for  yield  in  the  same  manner  and  measured 
against  comparable  benchmarks  of  the  private  sector."  Of  course, 
that's  been  a  goal  of  mine  in  all  the  years  I've  been  on  this  sub- 
committee, that  we  try  to  get  the  Federal  Government  to  operate 
a  little  bit  more  like  the  private  sector. 

Would  you,  or  could  you,  take  a  specific  building  that  you  know 
of  and  tell  us  exactly  what  that  term  "managed  for  yield"  nieans 
and  what  you  think  it  would  do  and  how  much  effect  you  think  it 
could  have? 

Ms.  Stasch.  Let  me  prepare  a  case  study  for  you  and  submit 

it 

Mr.  Duncan.  All  right. 

Ms.  Stasch  [continuing].  Of  a  substantial  building  with  a  num- 
ber of  variables  that  could  be  used  to  sort  of  extrapolate. 

Mr.  Duncan.  Well,  all  right.  I  would  appreciate  that,  to  see  the 
specifics. 

[Information  received  follows:] 

GSA's  primary  focus  is  customer  satisfaction.  Unlike  a  private  investor  in  real  es- 
tate, GSA  does  not  manage  its  inventory  to  make  the  highest  return.  Within  the 
context  of  satisfying  our  customers  we  attempt  to  manage  our  inventory  in  the  most 
efficent  and  cost  effective  way  possible. 

The  following  example  demonstrates  how  if  GSA  "managed  for  yield"  our  cus- 
tomers' institutional  needs  and  society's  needs  (reinvigorating  inner  cities)  may  not 
be  met.  A  customer  which  favors  space  in  the  central  building  district  of  a  large  city 
could  be  more  cost-effectively  housed  in  a  suburban  location  to  raised  the  Govern- 
ment's Net  Operating  Income  and  lower  the  cost  to  the  taxpayer.  The  first  example 
shows  how  the  agency's  space  request  would  be  handled  currently  and  the  second 
example  shows  how  the  space  request  would  be  handled  if  GSA  were  to  "manage 
by  yield." 

Example  1 — Building  in  central  business  district 

Rent  revenue  $100,000 

Cost  of  leasing  space  96,000 

Operations  and  maintenance  3,000 

Net  operating  income  1,000 

Example  2 — Meeting  customer  space  needs  in  suburban  area 

Rent  revenue  ^^n'nnn 

Cost  of  leasing  space  60,000 

Operations  and  maintenence  3,000 

Net  operating  income  27,000 
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Mr.  Duncan.  But  just  in  general,  what  do  you  think — do  you 
think  there  is  great  promise  there?  Or  do  you  think  this  is  just 
something  that  you're  going  to  try  and  you  hope  it  works,  or 

Ms.  Stasch.  I  think  there  is  great  promise  there.  I  definitely  do. 
I  think  that  it's  appropriate  to  look  at  a  case  study  of  a  particular 
building,  but  I  think  the  more  important  look  will  be  a  portfolio- 
wide  look,  because  we  have  properties  along  the  whole  spectrum  of 
investment  that  we  have  made  in  terms  of  original  cost  and  in 
terms  of  reinvestment.  We  have  buildings  where  we  have  not  sus- 
tained the  occupancy  or  managed  the  occupancy  to  the  extent  that 
we  should.  We'll  be  looking  at  this  on  a  portfolio-wide  basis. 

I  think  that 

Mr.  Duncan.  Can  you  think  of  any  examples?  What  is  your  best 
example  or  worst  example  of  a  building  where  the  occupancy  has 
not  been  managed  in  the  way  that  you  think  it  should  have  been? 

Ms.  Stasch.  I  don't  have  a  specific  example.  I'm  referring  to  a 
GAO  report  of  some  time  ago  which  talked  about  vacant  space 
which,  first  of  all,  we  did  not  have  a  handle  on.  So  I'm  assuming 
that  if  that  had  been  identified  in  one  or  two  instances,  there  are 
probably  additional  instances  throughout  the  portfolio. 

Mr.  Duncan.  But  you  haven't  really  done  a  study  of  that  yet? 

Ms.  Stasch.  No. 

Mr.  Duncan.  Okay. 

Ms.  Stasch.  I  understand  your  frustration,  but  we  really  are  at 
the  early  stages  of  this.  It's  an  enormous  effort.  I  think  there  is 
much  for  us  to  learn  about  how  to  do  this,  but  it's  not  something 
that  we  have  to  create  from  whole  cloth.  This  is  being  done 
throughout  the  country  by 

Mr.  Duncan.  You  know  that  I  have  great  respect  for  you,  and 
I  have  said  that  on  many  occasions.  But  most  of  what  we've  heard 
today  has  been  very  general.  We're  looking  for  more  specific  infor- 
mation on  almost  all  of  these  things  before  we  can  really  get  into 
it. 

Ms.  Stasch.  Well,  I'm  not  here  today  to  propose  exactly  how  we 
will  handle  real  estate  management  of  the  portfolio.  But  before  the 
end  of  this  year,  we  will  have  the  entire  planning  process  in  place, 
which  will  include  both  private  sector  and  other  real  estate  stake- 
holders throughout  the  Government's  input  and  involvement. 

Mr.  Duncan.  The  Chairman  asked  you  about  the  specific  efforts 
to  reduce  the  number  of  Federal  employees,  and  the  Administra- 
tion has  recommended  a  reduction  of  252,000  employees.  Are  there 
other  actions  that  GSA  is  taking  or  has  taken  that  are  consistent 
with  this  National  Performance  Review,  this  NPR?  Specifically 
what  I'm  talking  about  is  that  with  any  Federal  agency  there  are 
always  rumors  and  statements  flying  around,  but  there  have  been 
rumors  about  major  reorganization  plans  with  in  the  GSA.  Can  you 
tell  us,  is  GSA  being  reorganized?  And  are  other  efforts  being  made 
to  bring  GSA  into  line  with  this  National  Performance  Review  that 
has  recently  come  out? 

Ms.  Stasch.  Two  answers  to  that  question.  The  first  is  with  re- 
spect to  the  impact  of  the  252,000-person  reduction  on  GSA  itself. 
In  our  preliminary  streamlining  plan  we  have  submitted  an  indica- 
tion that  the  12  percent  reduction— that  is  a  pro  rata  application 
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to  GSA — is  the  minimum  that  we're  looking  at  as  we  reorganize 
this  agency. 

Mr.  Duncan.  You  say  that's  the  minimum.  So  you  think  you  can 
easily  meet  a  goal  of  a  12  percent  reduction? 

Ms.  Stasch.  Easily.  Yes,  we  do.  We  think  it  will  be  the  result 
of  a  couple  of  things.  It  will  be  the  result  of  looking  very  carefully 
at  all  of  the  internal  oversight  activities  that  we  have  within  the 
agency. 

It  will  also  be  the  result  of  submitting  many  of  our  real  estate 
services  activities  to  a  competitive  environment.  When  you  are  sub- 
mitted to  a  competitive  environment,  your  cost  is  a  component  of 
your  competitiveness.  To  the  extent  that  our  cost  base  is  too  high 
and  we  could  not  compete  in  either  the  tenant  representation  or 
the  leasing  or  the  "other  services"  environment,  we  would  have  to 
reduce  that  cost  base,  because  in  order  to  have  a  level  playing  field 
on  both  sides  it  needs  to  be  appropriately  benchmarked.  So  we  are 
confident  that  that  is  just  the  beginning  for  us. 

Not  just  in  real  estate,  but  an  approach  to  reorganization  is  un- 
derway on  the  procurement  side  of  the  agency  as  well,  looking  very 
closely  at  the  IRM  organization  and  the  FSS  organization,  con- 
fident that  we  should  be  looking  at  different  ways  of  distribution, 
a  la  Wal-Mart.  I  think  there  are  many  private  sector  examples 
there,  as  well,  of  much  more  highly  automated  and  closer-to-the- 
customer  approaches  to  purchasing  and  distributing  personal  prop- 
erty. 

So  I  think  that  both  sides  of  the  agency  are  going  to  be  subject 
to  a  very  intense  look,  not  just  for  the  purpose  of  cutting  people  to 
do  the  same  work,  but  doing  our  work  in  a  different  way. 

Mr.  Duncan.  Ms.  Stasch,  what  percentage  of  the  GSA  budget  is 
personnel-related,  do  you  know?  A  rough  guess? 

Ms.  Stasch.  No,  I  don't  know.  I'll  get  that  for  you. 

Mr.  Duncan.  Okay. 

[Information  received  follows:! 

Using  gross  obligations  as  the  indicator,  total  budgeted  FY  1995  GSA  salaries  and 
benefits  of  $1  billion  are  about  8.1  percent  of  total  planned  FY  1995  obligations  of 
$12,389  billion.  This  ratio  has  been  decreasing. 

FY  1993  actual:  $970  million  salaries/$9,884.3  million  total=9.8  percent. 

FY  1994  current:  $1,001  miUion  salaries/  $12,199.5  million  total=8.2  percent. 

FY  1995  budget:  $1,001  milUon  salaries/$12,389.6  million  total=8.1  percent. 

Ms.  Stasch.  As  you  know,  Mr.  Johnson  has  presented  an  inter- 
esting cut  at  our  budget  where,  because  we  only  asked  for  approxi- 
mately $200  million  worth  of  appropriated  funds,  we're  not  able  to 
look  at  that  number  and  see  what  the  personnel  cost  is.  So  I  can 
submit  to  your  office  some  materials  which  take  a  look  at  the  larg- 
er dollars  that  we  have  responsibility  for  and  go  through  some  of 
our  activities  which  are  industrially  funded,  and  then  we  can  then 
pull  out  of  that  the  full  dollars  that  are  applicable  to  personnel. 

Mr.  Duncan.  What  is  the  total  budget  for  GSA  at  this  time, 
counting  everything? 

Ms.  Stasch.  That  we  seek  appropriation  for? 

Mr.  Duncan.  No,  counting  everything  that  goes  through  the 
GSA. 

Ms.  Stasch.  Well,  Administrator  Johnson  has  taken  a  look  at  not 
only  at  the  things  that  go  through  GSA,  but  the  things  that  are  in 
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other  agencies'  purview,  in  their  budgets,  for  which  we  have  buying 
responsibihty  and  therefore  have  an  impact  on  the  cost.  We  have 
calculated  that  at  as  much  as  $58  billion. 

Mr.  Duncan.  At  $58  billion? 

Ms.  Stasch.  Yes. 

Mr.  Duncan.  All  right.  Thank  you  very  much. 

Mr.  Traficant.  In  line  with  some  of  the  comments  made  by  Mr. 
Duncan,  I  want  to  say  that  we  appreciate  the  fact  that  you  have 
made  yourself  available  to  Members  of  Congress.  I  don't  want  you 
to  misconstrue  any  of  the  questions  that  I  ask  here.  We  are  pleased 
with  what  you  have  done.  We  like  the  direction  you  are  taking.  We 
have  some  general  problems  with  GSA.  We  believe  that  GSA  has 
allowed  other  Executive  Branch  forces  to  just  steamroll  them.  If 
GSA  is  going  to  allow  themselves  to  be  steamrolled,  that's  GSA's 
business;  but  we  believe  that  that  steamrolling  is  carried  on  out 
into  the  private  sector,  and  it  has  hurt  our  ability  to  do  business 
intelligently,  and  we  have  a  problem  with  this. 

I  have  to  put  some  of  these  things  on  the  record,  and  I  will  have 
to  have  some  answers. 

Briefly,  in  line  and  in  concert  with  Congressman  Duncan's  ques- 
tions here,  if  you  are  to  meet  this  proposal  and  you  think  12  per- 
cent is  not  only  a  figure  you  can  meet  but  you  expect  to  go  higher 
than  that,  then  perhaps  we  are  looking  at  some  contracting-out  by 
the  agency? 

Ms.  Stasch.  To  achieve  the  12  percent? 

Mr.  Traficant.  Yes. 

Ms.  Stasch.  No. 

Mr.  Traficant.  Fine. 

Second  of  all,  we  are  under  the  impression  that  GSA  is  not  a 
competitor  in  the  marketplace.  GSA  is  a  consumer  in  the  market- 
place, and  under  the  guise — if  this  is  the  new  direction  of  GSA  as 
a  competitor — we  see  some  volatility  and  some  problems  in  the 
marketplace,  directed  by  that  competition,  if  it  is  competition-ori- 
ented. 

I  have  some  real  problems  with  this  consumption-versus-  com- 
petition situation,  since  we're  looking  at  a  matter  called  scoring 
again.  Whether  we're  consumers  in  the  marketplace,  still,  as  far  as 
scoring  goes,  that  makes  that  much  more  compelling  of  a  case  to 
change  scoring.  But  if  we're  to  become  a  competitor  in  the  market- 
place— and  this  is  the  new  aggressive  posture  of  the  agency  in  this 
new  administrative  focus — how  can  we  remain  with  the  same  types 
of  options  made  available  to  us  in  any  regard,  and  certainly  as  a 
competitor?  Someone  explain  this  to  me,  because  I  am  really  trying 
to  figure  this  out,  trying  to  figure  out  what  the  program  is. 

Ms.  Stasch.  I'm  not  sure  I  understand  the  relationship  between 
competition  on  the  provision  of  real  estate  services  and  the  scoring 
issue.  If  you  could  explain  that  to  me  a  little  bit  further,  I  could 
try  to  answer  the  question. 

Mr.  Traficant.  Well,  if  our  competitiveness  in  the  marketplace 
is  going  to  bring  about  cost  reduction — and  that's  the  purpose  of 
Suspend  and  Review,  National  Performance  Review,  and  all  these 
other  buzz  words  going  around  the  Congress,  including  reduction 
in  force,  maintaining  the  same  standard  and  quality  of  Government 
achievement  with  the  outlook  and  standards  of  performance  being 
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the  same  with  less  people,  how  can  we  continue  to  do  it  without 
all  the  options  available  to  us?  How  do  you  plan  to  make  these 
changes  without  a  change  in  the  options? 

Ms.  Stasch.  The  competition  that  we're  talking  about  is  competi- 
tion in  provision  of  real  estate  services.  The  cost  reductions  that  we 
are  talking  about  and  that  we  spoke  about  last  week,  which  could 
be  the  result  of  a  different  look  at  scoring,  elimination  of  scoring, 
they  are  not  in  my  view  on  the  same  screen.  The  competition  that 
we're  talking  about,  as  was  envisioned  in  the  National  Performance 
Review,  is  many  business  enterprises  undertaken  by  GSA  to  pro- 
vide tenant  representation,  to  provide 

Mr.  Traficant.  Who  will  you  be  competing  with? 

Ms.  Stasch.  We  would  be  competing  with  Coldwell  Banker, 
someone  like  that,  a  provider  of  real  estate  services. 

Mr.  Traficant.  I  think  one  of  the  points  that  has  to  be  brought 
out  is  that  we've  developed  a  (Government  that  just  operates.  I 
don't  think  there's  any  rhyme  or  reason  for  it,  and  as  a  result,  we 
are  bankrupt.  And  GSA  is  our  procurer  of  space,  provider  of  a  work 
opportunity  by  which  we  do  not  produce  a  product,  but  deliver  a 
service.  We're  screwed  up,  Ms.  Stasch.  We're  not  getting  the  rec- 
ommendations from  GSA  to  change  it.  We're  keeping  the  same 
variables  of  how  we  do  business.  We're  rearranging  the  deck  chairs 
within  the  system. 

We  want  to  change  not  only  the  scoring,  but  we  want  to  take 
OMB  off  your  back.  They  have  a  role  in  the  Executive  Branch,  but 
if  they  are  going  to  do  the  real  estate,  we  would  want  GSA  to  be 
removed  then  and  just  have  OMB  come  up,  because  we  don't  want 
to  deal  with  three  sets  of  figures  and  three  different  people  and 
have  three  chiefs  doing  business  with  us. 

Now,  other  subcommittees  evidently  had,  because  they  are  inter- 
ested in  just  naming  buildings,  and  we're  not.  We're  interested  in 
having  efficient  buildings  with  a  cost  factor  that  is  supportable  for 
the  Ajnerican  taxpayer,  and  we  can't  do  that.  At  some  point  we 
may  just  stop  authorizing  everything. 

I  have  a  number  of  prospectuses  that  have  been  made  available 
to  me  that  state — maybe  you  could  present  them  to  me  if  you  have 
them — just  recently,  that  "we're  going  to  do  this,  because  we  can't 
do  this;  we're  going  to  lease  long-term  because  we  don't  have  this," 
and,  "the  comparable  savings  of  this  versus  this,"  etc.,  etc.,  and  we 
continue  to  get  that,  but  we're  not  making  any  changes  in  it.  We 
are  being  delayed  and,  to  be  quite  honest,  we  are  being  put  off  by 
this  capital  budgeting  idea.  By  the  time  we  do  it,  I  will  probably 
be  fishing  somewhere.  I  know  it  could  be  soon,  but  that  still  could 
happen. 

No  offense  to  you.  We  want  GSA  to  take  the  leadership  role.  We 
work  with  GSA.  We  don't  want  to  have  to  call  OMB  to  find  out 
about  IRS  or  EPA  or  EDA  or  ITC.  Do  you  sort  of  get  it? 

Who  participates  in  the  planning  group  to  establish  this  Govern- 
ment-wide policy  for  real  property  asset  management?  Who  does 
that? 

Ms.  Stasch.  We're  going  to  recruit,  as  I  indicated  just  a  moment 
ago,  we're  going  to  recruit  other  stakeholders  throughout  the  Gov- 
ernment who  have  independent  real  estate  responsibility:  Veterans 
Administration  for  one,  Post  Office  for  another,  as  well  as  private 
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sector  counsel  from  large  insurance  companies,  from  an  adviser 
such  as  Trammel  Crow,  Mr.  Williams,  who  testified  here  last  week. 

We  are  not  going  to  pretend  that  we  know  how  to  do  it.  We  are 
going  to  speak  to  people  who  know  how  to  do  it  so  that  they  can, 
through  better  understanding  of  what  the  Government  itself  has 
and  needs,  come  up  with  a  proposal  for  GSA  as  an  asset  manager 
for  general  purpose  office  space  as  a  model,  then,  for  application  on 
a  Government-wide  basis  for  real  estate. 

Mr.  Traficant.  Are  you  familiar  with  the  testimony  of  the  pri- 
vate sector  witnesses  we  had  at  our  last  hearing? 

Ms.  Stasch.  I  read  Mr.  Williams'  testimony. 

Mr.  Traficant.  Do  you  recognize  the  fact  that  the  two  major  hit- 
ters in  the  private  sector,  even  though  they  may  be  subject  to  some 
reduction  in  dollar  participation  by  the  Federal  Government,  basi- 
cally state  in  a  nice  way  that  if  they  did  business  like  the  GSA  does 
business,  they  couldn't  survive? 

Ms.  Stasch.  I'm  aware  of  that,  and  if  we  continue  to  do  business 
the  way  we  do  business,  it  will  be  pretty  hard  to  survive,  as  well. 

Mr.  Traficant.  Their  recommendation  was  a  change  in  scoring. 
That  was  their  recommendation  to  Congress.  That's  what  the  pri- 
vate sector,  which  stands  to  lose  money  from  this,  is  telling  us.  Evi- 
dently if  you  take  one  from  the  private  sector,  then  you  would  have 
to  give  one  to  the  public  sector,  which  would  be  GSA.  Now,  GSA 
can,  in  fact,  improve  their  monetary  gain  for  the  taxpayer  by  mak- 
ing a  move.  They  don't  support  it,  and  the  private  sector  does;  be- 
cause the  private  sector  says,  "If  you  don't  do  something  about  this 
debt  and  continue  to  operate  like  this,  there  won't  even  be  a  pri- 
vate sector."  That's  where  we  are  really  at  odds  here.  I  have  found 
no  one  in  the  private  sector  who  says  that  the  Government  is  doing 
business  in  real  estate  the  way  we  should. 

Ms.  Stasch.  We  don't  disagree.  I  think  I  said  in  testimony  last 
week  that,  just  as  recommended  by  Mr.  Williams,  we  want  to  have 
every  tool  available,  from  continued  long-term  leasing  down  to  out- 
right purchase,  and  every  tool  in  between. 

Mr.  Traficant.  Does  that  mean,  then,  that  GSA  will  support  the 
change  in  the  scoring  and  support  the  legislative  initiative  of  the 
Congress  to  do  that? 

Ms.  Stasch.  I  can't  speak  for  Mr.  Johnson  on  the  specific  lan- 
guage of  the  bill,  but  I  am  confident  that  we  both  support  having 
available  to  us  every  tool  to  perform  real  estate  transactions. 

Mr.  Traficant.  Being  that  you're  such  a  nice  lady,  we're  going 
to  accept  that  from  you. 

Ms.  Stasch.  Thank  you. 

Mr.  Traficant.  But  I  want  to  tell  you  that's  not  enough  for  this 
subcommittee.  I  want  in  writing,  yes  or  no,  that  you  support  the 
bill  to  change  the  scoring.  I'm  not  asking  about  capital  budgeting; 
if  you  support  capital  budgeting,  you  could  also  tell  me  that,  too. 
But  capital  budgeting  is  down  the  line.  Scoring  can  be  now.  We 
want  those  options  that  the  Congress  is  going  to  mandate.  We  want 
to  know  if  GSA  is  a  participant  in  the  process,  or  if  we're  going  to 
have  to  have  a  hostile  witness  carried  physically  down  the  path  of 
real  change. 

Ms.  Stasch.  I  don't  think  that  will  be  necessary. 
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Mr.  Traficant.  Why  is  GSA  delegating  leasing  authority  to  cus- 
tomer agencies? 

Ms.  Stasch.  At  all,  or  pursuant  to  the  recommendations  of  the 
National  Performance  Review? 

Mr.  Traficant.  At  all. 

Ms.  Stasch.  At  all? 

Mr.  Traficant.  And  then,  pursuant  to  the  National  Performance 
Review. 

Ms.  Stasch.  I  don't  know  the  historical  underpinnings  of  the  del- 
egation process.  I  know  there  are  a  number  of  agencies  to  which 
we  have  delegated  authority,  particularly  those  in  locales  which  are 
distant  from  GSA  employee  locations,  where  there  is  no  Federal 
building  presence,  where  the  agency  is  the  only  Federal  presence 
in  a  particular  geographic  area.  We  have  delegated  some  short- 
term,  5-year  leasing  authorities  for  special  purpose  space,  roof 
space  for  use  of  antennas,  things  like  that,  but  it  has  been  the 
practice  at  GSA  for  a  long  time  to  keep  unto  itself  the  vast  majority 
of  responsibilities  for  leasing  general  purpose  office  space. 

Mr.  Traficant.  Pursuant  to  the  NPR,  has  GSA  done  an  eco- 
nomic analysis  to  justify  decentralization  of  this  leasing  authority 
to  any  of  these  customer  agencies? 

Ms.  Stasch.  We  are  looking  at  the  National  Performance  Review 
recommendations  sequentially,  on  a  linear  basis.  We  think  that  the 
first  thing  to  get  in  place,  before  there  is  any  delegation,  is  a  com- 
prehensive approach  to  asset  management.  The  Federal  Govern- 
ment would  not  be  well  served  by  permitting  agencies  the  freedom 
to  locate  independently  in  non-Federal  locations  without  the  asset 
manager  in  place  to  be  able  to  offer,  and  to  offer  on  a  right  of  first 
refusal  basis,  the  space  where  the  Federal  Government  already  has 
ownership  or  leased  obligations. 

Mr.  Traficant.  What  would  be  the  goal  of  this  asset  manage- 
ment practice,  if  it  were  not  to  be  to  save  money?  How  would  you 
quantify  the  savings  from  this  procedure,  and  what  are  your  cost 
savings  estimates  to  date? 

Ms.  Stasch.  We  don't  have  cost  savings  estimates  in  place.  We 
are  in  the  planning  process  right  now. 

Mr.  Traficant.  Have  any  customer  agencies,  other  than  Depart- 
ment of  Defense,  asked  for  authority  to  lease  space? 

Ms.  Stasch.  Independent  authority? 

Mr.  Traficant.  Yes. 

Ms.  Stasch.  Wholesale  authority?  I'm  not  familiar  with  that.  We 
have  one  or  two  delegations  cross  our  desk  every  month. 

Mr.  Traficant.  If  no  one  is  asking  to  do  it,  why  are  we  delegat- 
ing it? 

Ms.  Stasch.  It  was  my  understanding  that  the  investigations  un- 
dertaken by  the  National  Performance  Review  teams  found  whole- 
sale dissatisfaction  with  GSA's  operation,  GSA's  timeliness,  and 
GSA's  abusive  use  of  its  authority  to  place  agencies  in  locations 
where  they  did  not  want  to  reside. 

Mr.  Traficant.  That's  evidently  coming  from  the  Executive 
Branch,  right? 

Ms.  Stasch.  It's  coming  from  agencies,  yes. 

Mr.  Traficant.  Maybe  that  should  tell  us  something.  Are  those 
investigations  or  those  assessments  in  writing,  from  the  agencies? 
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Ms.  Stasch.  I  don't  know.  I  was  not  involved  in  the  six-month — 

Mr.  Traficant.  If  they  are,  could  you  try  to  make  them  available 
to  us  in  a  timely  manner?  I  want  to  read  them.  I  want  to  know 
who  is,  in  fact,  evaluating  GSA  and  considering  GSA's  actions  to 
be  abusive  or  reckless  or  not  cost-effective,  and  thus  causing  such 
a  change,  promoting  such  a  change. 

Regarding  facility  maintenance,  it  is  my  understanding  that  on 
the  current  building  delegation  program  for  those  agencies  that 
participate  in  it,  they  already  have  authority  to  procure  facility 
maintenance.  How  would  this  proposal  differ  from  what  is  current 
practice  in  facility  maintenance? 

Ms.  Stasch.  I'm  not  sure  that  it  would.  But  once  again — and  I 
apologize  for  being  so  general  about  this,  but  this  is  in  the  very 
early  stages  and  it  would  be  inappropriate  for  me  to  project  how 
this  is  going  to  come  out  when  we  are  in  the  first  stages. 

Let  me  tell  you  the  first  thing  that  we  felt  we  needed  to  do  to 
be  able  to  make  any  changes  at  all.  We  needed  to  enroll  senior 
management  at  GSA  in  the  change  process.  Public  Buildings  Serv- 
ice has  more  than  9,000  employees;  that's  larger  than  many  of  the 
Fortune  500  companies.  In  order  for  the  change  to  even  have  a 
chance,  we  needed  to  do  a  very,  very  specific  and  targeted  "get-on- 
board" exercise.  So  that  has  taken  a  good  six  weeks  to  two  months. 
At  a  recent  two-day  seminar  with  the  senior  management  of  PBS 
from  around  the  country,  where  many  of  the  changes — many  of  the 
cultural  changes,  as  well  as  procedural  changes — were  discussed, 
at  the  end  of  the  two  days  there  was  an  85  to  90  percent  highly- 
committed  and  totally  committed  representation  by  the  partici- 
pants there. 

So  I  think  with  that  in  place,  we  are  now  ready  to  really  begin 
to  get  into  the  details  of  it. 

Mr.  Traficant.  I  agree  with  you.  I  think  Congressman  Duncan 
made  the  statement  that  we  realize  that  you  do  not  even  have  your 
submitted  proposals  and  explanations  to  the  Congress,  and  he's 
waiting  for  that  review  process  for  a  number  of  questions.  What 
I'm  trying  to  do  is  make  sure  and  ensure  that  the  questions  that 
we  have  of  concern  will  be  incorporated  into  there.  That  will  help 
us  save  some  time. 

But  I  can  understand  your  broad  answers  in  response  to  our 
questions.  I  think  they  are  specific  enough.  They  are  satisfactory 
and  we  appreciate  your  at  least  giving  us  your  information  on  it. 

Now,  please  explain  the  term  "ownership  enterprise."  It  is  my 
understanding  under  current  law  that  GSA  holds  title  to  the  Gov- 
ernment's assets  in  the  name  of  the  Federal  Government.  Are  we 
proposing  to  change  that  arrangement  because  it  will  save  money? 
Will  it  require  legislation?  What  is  this  broad  term  "ownership  en- 
terprise" as  far  as  you  can  explain  it  to  us? 

Ms.  Stasch.  It's  a  semantic  approach,  a  semantic  application  to 
the  asset  manager.  I  don't  believe  it  will  take  any  legislative  modi- 
fication. It's  just  to  connote  a  more  portfolio  management  approach 
to  the  practice  that  we  place. 

Mr.  Traficant.  In  line  with  that,  please  explain  the  term  "man- 
age for  yield."  Why  would  the  Government  want  to  value  its  prop- 
erty by  yield  rates,  if  that's  what  one  can  assume  from  the  "man- 
age for  yield"  term? 
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Ms.  Stasch.  It's  a  broad — I'm  not  prepared  to  quantify  what 
"manage  for  yield"  is  at  this  time.  It's  an  attempt  to  say  that  we 
want  to  look  at  these  things  so  that  they  are  not  just  a  compilation 
of  individual  transactions,  so  that  we  are  managing  for  highest  oc- 
cupancy; we  are  investing  for  the  greatest  client  satisfaction  in  an 
appropriate  manner  in  assets  which  could,  were  it  necessary  or 
desireable  in  the  future,  be  saleable  in  the  public  marketplace.  It's 
a  whole  array  of  concepts  that  would  apply  to  this  "manage  for 
yield,"  all  of  which  are  applicable  to  private  sector  portfolios,  as 
well. 

Mr.  Traficant.  You  don't  do  that  now?  Is  that  what  we  should 
assume,  that  you're  not  doing  it  now,  or  that  you're  doing  them  in 
a  different  form?  What  is  the  GSA  practice? 

Ms.  Stasch.  Well,  my  history  here  is  not  long,  but  it  does  appear 
that  we  are  looking  at  transactions  and  proposed  investments  in  in- 
dividual buildings  on,  as  I  said,  a  transaction  basis.  I  do  not  think 
that  we  are  prioritizing  on  a  portfolio-wide  basis  as  strategically  as 
we  might  otherwise.  Projects  and  recommended  investments  roll  up 
from  the  regions.  Once  again,  I  think  we  are  not  looking  at  the  im- 
pact of  individual  decisions  on  an  overall  portfolio,  but  just  on 
whether  or  not  a  transaction  should  take  place  at  that  time. 

Mr.  Traficant.  I  commend  you  for  that.  I  think  that's  progres- 
sive. We  are  now  looking  at  the  broad  application  of  planning  to 
the  portfolio  on  a  government-wide  basis. 

So  with  that  in  mind  now,  is  that  to  imply  to  the  subcommittee 
that  the  goal  will  be  to  increase  equity  in  ownership — that  is,  the 
broad-based  portfolio  review — and  to  reduce  the  leased  activity  of 
the  GSA? 

Ms.  Stasch.  I  think  on  the  surface  there  is  a  general  consensus 
that  the  ratio  of  owned-to-leased  space  has  slipped  below  what  a 
possibly  more  ideal  ratio  should  be.  We  are  down  below  50  percent 
on  the  owned  assets,  and  although  I  don't  have  the  magic  ratio  of 
what  it  ought  to  be,  it  should  be  higher  in  order  for  us  to  have  a 
more  cost-effective  asset  base. 

As  you  know,  we  still  need  to  have  the  flexibility  to — which 
would  be  in  short-  or  mid-term  or  cost-effective  long-term  leases,  so 
under  no  circumstances  would  we  recommend  a  virtually  inflexible 
ownership  situation.  But  we  do  believe  that  lingering  around  50 
percent  is  probably  too  low. 

Mr.  Traficant.  The  NPR  has  recommended  that  the  prospectus 
process  be  eliminated.  Do  you  agree? 

Ms.  Stasch.  I  don't  know  yet. 

Mr.  Traficant.  This  is  yes  or  no.  Do  you  think  lease  authority 
should  be  delegated  to  Federal  agencies  as  recommended  by  the 
NPR? 

Ms.  Stasch.  I  think  that  that  question  cannot  be  taken  out  of 
context.  It  cannot  be  taken  out  of  the  context  of  the  asset  manager 
and  the  interest  of  the  Federal  portfolio  being  prime  over  agency 
choice  in  the  marketplace. 

The  best  solution  for  an  agency's  location,  to  the  extent  that  they 
cannot  justify  elsewhere  an  alternate  solution,  should  always  be 
within  the  Federal  portfolio  on  a  transaction  that  is  deemed  the 
most  effective  for  the  portfolio-wide  analysis. 
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Mr.  Traficant.  Do  you  think  these  agencies  have  the  expertise 
to  do  their  own  leasing? 

Ms.  Stasch.  Some  do.  Many  don't. 

Mr.  Traficant.  If  all  these  agencies  did  their  own  leasing  and 
managed  their  own  real  estate,  why  would  we  need  GSA?  Is  the 
Government  trying  to  tell  us  that  250,000  jobs  basically  might  be 
coming  from  the  change  in  GSA? 

Ms.  Stasch.  I  don't  think  so.  I  think  that  that's  reading  too 
much  into  it.  I  think  that  as  we  look  to  delegation  and  a  degree 
of  greater  choice,  under  no  circumstances  would  we  want  to  be  sup- 
portive of  a  change  that  resulted  in  many  GSAs  created  throughout 
the  Government,  where  we  would  duplicate  expertise  that  already 
resides  in  a  single  agency. 

Mr.  Traficant.  Do  you  agree  that  the  Davis-Bacon  Act  of  1931 
and  other  Federal  procurement  laws  are  outmoded  and  should  be 
modified,  as  the  NPR  suggests? 

Ms.  Stasch.  I  do,  yes. 

Mr.  Traficant.  It  has  often  been  recommended  by  GAO  and 
Members  of  Congress  that  GSA  take  a  more  businesslike  ap- 
proach— as  we  have  talked  about  that — in  dealing  with  the  private 
sector.  How  can  these  private  sector  operations  be  applied  to  GSA 
under  the  current  scoring  system? 

Ms.  Stasch.  You  mean,  how  can  the  tools  that  are  available  to 
the  private  sector 

Mr.  Traficant.  Yes,  how  can  the  tools  be  applied? 

Ms.  Stasch.  Well,  only  very  minimally,  if  we  do  not  have  the 
choice 

Mr.  Traficant.  The  can't  be;  is  that  a  better  answer? 

Ms.  Stasch.  That's  a  better  answer,  yes. 

Mr.  Traficant.  All  right. 

Do  you  have  any  strong  objections  to  any  part  at  all  of  these 
NPR  suggestions  as  they  relate  to  the  scope  of  your  activities  and 
agency?  That  puts  you  a  little  bit  on  the  spot,  but  is  there  one  area 
or  are  there  several  areas  that  at  this  point  pose  an  objection  by 
the  agency? 

Ms.  Stasch.  Are  you  speaking  about  the  real  estate  activities  in 
particular? 

Mr.  Traficant.  Yes. 

Ms.  Stasch.  My  personal  reaction  to  that  is  that  what  is  missing 
from  the  NPR  recommendations  with  respect  to  real  estate  is  a 
sense  of  priority.  All  of  the  recommendations  are  provided  with  the 
same  weight,  and  therefore  the  same  imperative  with  respect  to 
timeliness. 

As  I  indicated  earlier,  I  believe  that  what  must  be  in  place  first 
before  anything  else  is  implemented  is  the  asset  manager.  There  is 
nothing  more  important  in  those  recommendations  than  that.  After 
we  have  that  in  place,  then  we  can  begin  to  look  at  the  ability  of 
agencies  to  procure  services  in  a  wider  marketplace. 

Mr.  Traficant.  In  closing  out,  here  is  one  of  the  real  concerns 
that  I  guess  we  have.  We  have  all  these  reviews,  all  this 
reinventing  of  the  wheel.  They  are  all  being  driven  by  saving 
money  for  the  taxpayer,  and  many  times  there  are  decisions  that 
impact  upon  certain  specific  expertise  that  is  already  available  for 
us  in  these  agencies,  and  those  making  the  recommendations  are 
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not  experts  in  a  specific  area  where  they  have  any  real  given 
knowledge  or  expertise.  Evidently  we  have  people  within  the  Na- 
tional Performance  Review  making  all  kinds  of  suggestions.  Have 
they  called  upon  the  expertise  in  GSA  to  participate  in  the  Na- 
tional Performance  Review,  to  the  best  of  your  knowledge?  And 
have  they  called  private  sector  individuals  with  expertise  to  also 
help  them  to  formulate  these?  Or  are  they  strictly  number-driven? 
Ms.  Stasch.  I  can't  respond  to  that  last  comment,  but  with  re- 
spect to  our  participation  in  the  real  estate  recommendations,  when 
I  came  on  board  in  late  June  I  was  able  to  become  involved  imme- 
diately in  the  discussion  of  those  recommendations.  I  was  actually 
able  to  have  a  hand  in  crafting  a  number  of  them,  particularly  as 
relates  to  the  asset  manager. 

I  do  know — although  you  would  have  to  get  testimony  or  com- 
ments from  people  within  the  NPR— that  they  held  a  series  of  dis- 
cussions around  the  country  with  participants  in  major  markets, 
Los  Angeles,  San  Francisco,  Chicago,  Atlanta,  etc.  to  discuss  their 
recommendations  on  how  the  Government  might  function,  what 
changes  it  might  make  in  real  estate.  From  that  there  were  the 
recommendations  about  choice,  but  also  a  very,  very  strong  note  of 
caution.  But  I  am  aware  that  they  sought  private  sector  input. 

Mr.  Traficant.  Well,  this  subcommittee  is  concerned  about  the 
way  we're  doing  business,  but  I  also  would  like  to  say  this.  Mr. 
Duncan  is  a  leader  in  this  House  in  looking  at  some  of  the  projects 
that  have  been  very  costly  and  quite  wasteful,  and  we're  going  to 
support  his  efforts.  We're  not  going  to  go  on  with  some  of  these 
projects  unless  his  questions  are  answered  for  us.  He  has  submit- 
ted a  list  of  questions  on  several  projects  around  the  country.  That 
list,  submitted  by  Mr.  Duncan,  can  be  considered  a  list  submitted 
by  me  and  this  subcommittee.  We  want  those  answers  specifically 
for  Mr.  Duncan  before  we  will  go  forward  on  those  projects.  That's 
a  commitment  that's  coming  from  both  sides  of  the  aisle. 

So  with  that,  Mr.  Duncan,  do  you  have  any  further  questions  you 
would  like  to  ask? 

Mr.  Duncan.  First  of  all,  Mr.  Chairman,  thank  you  very  much 
for  your  kind  comments.  You  have  been  very,  very  supportive  of  me 
and  I've  tried  to  be  supportive  of  you.  I  feel  really  good  about  the 
way  we  have  tried  to  work  together  on  this  subcommittee. 
Just  a  couple  of  very  brief  questions,  Ms.  Stasch. 
Recently  GSA  submitted  three  building  surveys  to  us,  and  each 
of  these  contains  a  phrase  that  in  effect  says  that  GSA  cannot  vali- 
date or  verify  requirements  submitted  by  the  Administrative  Office 
of  the  U.S.  Courts.  The  exact  phrase  is  in  one — this  is  a  report  on 
the  new  Federal  courthouse  for  Jacksonville  Florida.  It  says,  "GSA 
has  questioned  the  methodology  underlying  the  projections  and 
therefore  cannot  validate  their  accuracy." 

Can  you  tell  me — I'm  told  that  that  phrase  really  has  not  been 
in  any  of  these  surveys  before,  ever.  I'm  wondering  what  is  the  ori- 
gin of  that  or  what  is  the  thinking  behind  that?  What  do  you  mean, 
that  you  can't  validate  or  verify  these  space  requirements?  Are  you 
not  getting  information  that  you  need?  Or  is  GSA  trying  to  validate 
all  of  these  space  requirements  from  not  just  the  courts,  but  are 
you  going  to  do  that  on  requests  from  every  agency?  What  can  you 
tell  me  about  that? 
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Ms.  Stasch.  It's  my  understanding  that  a  similar  qualification 
statement  may  have  appeared  in  earlier  11(b)  reports.  But  I  believe 
that  that's  not  a  tenable  situation  for  us.  It's  not  tenable  for  you 
to  ask  us  for  an  evaluation  and  a  recommendation  and  for  us  not 
to  respond  on  something  that  you  can  act  on. 

We  believe  that  you  need  to  be  able  to  rely  on  what  we  send  back 
to  you  so  that  you  can  make  a  decision.  We  have  already  initiated 
a  meeting  with  the  Administrative  Office  of  the  Courts  so  that  we 
can  come  to  an  understanding  of  both  their  methodology,  a  way 
that  we  can  validate  it,  and  I  believe  we've  asked  for  a  meeting 
with  your  staff,  too,  to  come  to  grips  with  something  that — first  of 
all,  that  we  can  turn  around  on  those  three  ll(b)s,  and  that  we  can 
move  forward  with.  We  don't  intend  to  have  the  same  sort  of  quali- 
fying statement  in  any  future  ll(b)s. 

Mr.  Traficant.  Would  the  gentleman  yield  briefly  on  that? 

Mr.  Duncan.  Yes,  sir. 

Mr.  Traficant.  On  those  three  projects,  were  they  submitted  to 
0MB? 

Ms.  Stasch.  Yes. 

Mr.  Traficant.  Whose  insistence  was  it,  GSA's  or  OMB's,  that 
this  type  of  language  be  placed  in  the  prospectus  and  sent  to  Con- 
gress*^ 


Ms.  Stasch.  I  don't  know.  I  didn't  see  the  original 

Mr.  Traficant.  Could  you  find  that  out  for  us  and  submit  it  to 
us? 
Ms.  Stasch.  Yes. 
Mr.  Traficant.  Thank  you. 
[Information  received  follows:] 

Concerns  have  been  raised  by  the  U.S.  General  Accounting  Office  and  others  re- 
garding the  long-term  requirements  of  the  U.S.  courts.  The  qualifying  language  used 
in  the  three  11(b)  reports  was  based  on  mutual  agreement  between  GSA  and  0MB 
and  represented  our  response  to  these  concerns.  GSA  is  now  working  very  closely 
with  the  courts  to  define  and  analyze  their  requirements,  and  GSA  has  subse- 
quently suspended  the  use  of  such  qualifying  language  in  stating  the  courts'  require- 
ments. To  reduce  the  level  of  uncertainty  associated  with  longer-range  projections 
of  courts'  requirements,  GSA  has  focused  on  the  courts'  10-year  needs  and  has  ad- 
justed the  scope  of  proposed  courts  projects  accordingly. 

Mr.  Duncan.  Let  me  ask  you,  you've  been  forced  to  present  much 
testimony  here  today  in  general  terms,  and  I'm  certainly  not  criti- 
cizing that;  we'll  get  into  specifics  later.  But  I'm  just  curious,  since 
we  are  just  sort  of  talking  in  general  terms  here  today — ^the  hear- 
ing was  called  to  talk  about  the  Suspend  and  Review  program  and 
we're  going  to  get  more  into  the  specifics  of  that  later,  but  it  also 
was  to  get  into  this  National  Performance  Review.  That  was  an  ef- 
fort to  take  a  look  at  the  whole  Federal  Government. 

I  would  assume  that  since  you  came  on  in  June — now  you've 
been  at  GSA  just  a  little  over  four  months;  you're  still  fairly  new — 
but  I  assume  that  in  that  time,  and  because  of  this  NPR  being 
done,  that  you've  taken  a  look  at  the  whole  operation  of  GSA,  as 
much  as  you  possibly  can  in  that  time.  I'm  wondering — here  you 
are,  you  are  second  in  command  of  one  of  the  largest  and  most  im- 
portant agencies  in  our  Government — what  has  been  the  most  sur- 
prising or  shocking  or  frustrating  thing  that  you've  found  about  the 
GSA,  or  the  worst  thing,  or  coming  at  it  from  a  slightly  different 
direction,  what  one  thing  would  you  change  if  you  had  the  power 
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to  do  so  about  the  operation  of  the  GSA?  What  has  been  your  reac- 
tion to  this  first  four  and  a  half  months  or  so  that  you've  been  in 
office? 

Ms.  Stasch.  Of  course,  that's  a  long  conversation.  [Laughter.! 

But  if  I  were  to  pick  one  thing  that  has  a  negative  impact  on  our 
ability  to  function  rationally,  it's  how  long  it  takes  us  to  do  every- 
thing. How  long  it  takes  us  to  do  everything  is  a  function  of  how 
many  people  have  to  touch  everything  that  we  do,  internally  and 
externally.  That  makes  us  unable  to  do  a  number  of  things:  to 
serve  client  agencies;  to  be  responsive  to  the  real  estate  market- 
place and  opportunities;  it  makes  us  unable  to  act  in  an  appro- 
priate manner  with  landlords/lessors;  it  makes  us  unable  to  re- 
spond to  them  in  a  timely  manner  and  forces  them  to  hold  space 
off  the  marketplace  while  we  decide  and  decide  and  decide. 

I  believe  that  is  not  really  an  expression  of  good  faith.  I  don't 
think  it's  a  planned  approach  to  dealing  with  the  private  sector, 
but  I  think  it  has  the  effect  of  raising  the  level  of  cynicism  that 
people  have  in  dealing  with  the  Gk)vernment.  We  need  to  find  a 
way  to  be  dynamic,  to  be  responsive,  and  to  not  force  people  into 
noneconomic  situations  when  they're  deahng  with  us.  And  I  believe 
that  right  now,  they  are. 

Mr.  Duncan.  I  mentioned  earlier  Lamar  Alexander  in  this  meet- 
ing today.  When  he  first  became  Secretary  of  Education,  somebody 
asked  me  if  I  thought  he  would  make  great  changes  at  the  Depart- 
ment of  Education.  I  said,  "No,  not  really."  I  said,  "I  mean  that  as 
no  disrespect  for  him  because  I  think  it's  in  his  nature  to  want  to 
try  to  change  things,  but  most  of  these  departments  and  agencies 
seem  to  have  a  life  of  their  own.  They  go  on  and  do  things  pretty 
much  like  they've  always  done,  regardless  of  who  is  at  the  top."  I 
said  that  if  he  stayed  in  as  Secretary  of  Education  for  six  years, 
then  maybe  you  might  see  greater  changes;  but  if  he  just  stayed 
in  two  years — and  of  course,  this  was  two  years  in  advance  of  the 
election;  I  had  no  way  of  knowing  at  that  time  what  would  happen, 
but  President  Bush  lost  the  election.  Lamar  Alexander  went  out; 
he  was  in  as  Secretary  of  Education  for  a  very  short  time.  I'm  not 
predicting  what  might  happen  in  the  next  election,  but  what  I'm 
getting  at  is,  are  you  making  efforts  to  speed  up  this  process  or  cut 
down  on  some  of  these  delays?  And  do  you  feel  like  you're  starting 
to  have  an  effect,  or  do  you  see  what  I  said  in  relation  to  another 
department  as  possibly  occurring  in  GSA,  so  that  when  you  leave 
GSA,  whenever  that  might  be,  do  you  think  it  will  still  be  going 
on  pretty  much  like  it  is  now? 

Ms.  Stasch.  I  don't  think  the  Department  of  Education  and  GSA 
are  analogous  in  any  way.  I  think  that  the  potential  for  change  is 
much  greater  in  GSA  because  we  do  things.  We  have  transactions. 
We  have  processes.  I  think  the  Department  of  Education  has  no  di- 
rect authority  in  the  same  sense  that  GSA  does. 

I  think  we  have  already  started  to  make  some  changes.  When  I 
sat  behind  Roger  Johnson  at  his  informational  hearing  in  front  of 
Senator  Metzenbaum,  he— Senator  Metzenbaum — turned  when  he 
was  done  questioning  Roger  Johnson  and  said,  "I  have  a  question 
for  Ms.  Stasch."  Of  course,  I  was  terrified.  I  moved  up  to  the  table 
and  he  started  saying  how  the  committee  was  unable  to  exercise 
oversight  because  GSA  measures  space  in  a  way  that  is  totally  un- 
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like  the  rest  of  the  world.  Of  course,  he  was  talking  about  the  occu- 
piable  square  footage  versus  the  private  sector  rentable  square 
footage  calculation.  He  said,  "What  are  you  going  to  do  about  it?" 
So  having  total  ignorance  at  the  moment,  I  said,  "I'm  going  to 
change  it." 

So  having  made  that  representation,  I  went  back  to  the  agency 
and  said,  "It's  true.  The  committee  cannot  have  oversight  when 
they  are  not  talking  a  common  language." 

So  we  have  the  process  in  place.  We  have  documents,  leases,  and 
other  things,  prospectus  language  to  be  proposed,  where  by  Janu- 
ary 1st  we  will  hopefully  be  leasing  in  the  private  marketplace  on 
a  rentable  square  foot  basis.  So  when  we  propose  to  lease  space  in 
Memphis — I'm  making  this  up — on  a  range  of  $18  to  $20  a  square 
foot,  then  somebody  can  still  call  up  a  Member  of  Congress  and 
say,  "But  you  know,  they  could  have  leased  down  the  street  for  $12 
a  square  foot."  But  then,  because  we'll  be  talking  the  same  lan- 
guage, the  real  question  can  emerge,  which  is,  are  we  leasing  space 
on  a  more  costly  basis  that  we  should  otherwise  be?  But  until  we 
remove  the  obfuscating  veil  of  not  talking  the  same  language,  we 
can't  really  get  at  the  real  questions. 

So  I  think  that's  a  pretty  significant  change.  We  have  already 
gotten  some  very  positive  anecdotal  feedback  from  people  we  know 
in  the  private  sector  that  they  will  be  very  pleased  to  enter  into 
a  lease  with  us  on  exactly  the  same  basis  under  which  they  lease 
the  rest  of  the  building. 

Mr.  Duncan.  Well,  you  understand,  I'm  not  being  critical  of  any- 
body. I  was  just  curious  as  to  what  you  might  say. 

Ms.  Stasch.  I  just  thought  I'd  take  the  opportunity  to  tell  you 
about  something  that  I  did.  [Laughter.] 

Mr.  Duncan.  Sure.  Well,  it  sounds  good  to  me.  Thank  you  very 
much. 

Mr.  Traficant.  What  you're  saying  is  that  when  the  time  comes 
that  you  have  to  depart  this  great  service  battleground,  will  your 
efforts  fall  not  on  the  winds  of  your  successors? 

We're  very  pleased  at  the  fact  that  you've  made  yourself  avail- 
able. We  also  would  like  to  say  that  if  you  have  any  recommenda- 
tions on  legislation,  we  need  you  to  let  us  know  that.  Also,  I  think 
Mr.  Duncan's  question  could  be  posed  on  us;  look  us  in  the  mirror. 
Maybe  we  have  to  make  some  changes  around  here.  Maybe  Con- 
gress hasn't  done  anything  to  help  any  of  these  changes. 

So  we  want  you  to  come  out  for  the  scoring  rules.  We  want  you 
to  go  back,  beat  up  on  Mr.  Johnson,  change  his  opinion,  don't  have 
him  afraid  of  the  President,  some  of  these  people  down  there  who 
are  trying  to  figure  out  what's  going  on.  I  think  that's  a  place  to 
start.  We'll  give  you  the  tools,  and  we  want  to  thank  you  for  being 
here. 

Ms.  Stasch.  Thank  you  very  much. 

Mr.  Traficant.  That's  it. 

[Whereupon,  at  10:04  a.m.,  the  subcommittee  was  adjourned,  to 
reconvene  subject  to  the  call  of  the  Chair.] 


Statement  of  Julia  M.  Stasch,  Deputy  Administrator,  General  Services 

Administration 

Mr.  Chairman  and  members  of  the  Subcommittee,  it  is  my  pleasure  to  appear  be- 
fore you  today  to  discuss  the  basic  principles,  working  procedures,  and  expected  re- 
sults of  the  General  Service  Administration's  "Time-Out  and  Review"  of  new  con- 
struction, modernization,  and  major  lease  projects.  This  initiative  responds  to  the 
call  of  the  National  Performance  Review  (NPR)  to  suspend  the  acquisition  of  net 
new  Federal  office  space,  to  ensure  that  taxpayer  provided  resources  are  effectively 
spent,  and  to  apply  an  asset  management  approach  to  handling  the  Federal  Govern- 
ment's extensive  real  estate  portfolio. 

The  National  Performance  Review  and  GSA's  implementation  of  its  mandate 
through  "Time-Out  and  Review"  provide  us  with  an  important  opportunity  to  redi- 
rect the  focus  of  our  public  buildings  program  in  a  changing  economic  environment. 
Public  resources  are  becoming  increasingly  scarce  and  the  public  is  demanding  a 
higher  level  of  accountability  from  all  elected  and  appointed  officials  in  making  deci- 
sions on  the  use  of  these  resources.  The  time  to  reexamine  our  program  and  the  way 
we  go  about  our  business  is  now!  The  Administrator  of  General  Services  Roger 
Johnson,  in  announcing  our  "Time-Out  and  Review"  initiative  on  September  16th 
of  this  year,  recognized  the  importance  of  taking  a  fresh  look  at  prospectus-level 
new  construction  and  modernization  projects  not  yet  awarded  for  construction  and 
those  yet  to  be  awarded  prospectus-level  leases,  that  would  result  in  construction 
of  new  buildings  or  would  be  cost-effective  candidates  for  Federal  ownership,  respec- 
tively. 

Our  goals  and  strategy  for  implementing  a  review  of  over  200  major  real  estate 
projects  are  of  the  utmost  importance  to  the  success  of  this  "Timeout  and  Review" 
endeavor.  We  are  looking  for  savings,  savings  which  are  realistically  achievable  for 
projects  with  varying  degrees  of  progress  toward  construction  or  lease  award.  We 
are  looking  to  reaffirm  the  needs  of  our  client  agencies  in  light  of  current  cir- 
cumstances and  the  broad  objectives  of  the  National  Performance  Review  to 
reinvent  and  downsize  Government.  We  are  looking  for  an  opportunity  to  optimize 
the  fit  between  our  projects  and  the  needs  they  are  designed  to  serve  through  a  re- 
examination of  both  at  points  in  time  closer  to  actual  procurement.  We  are  looking 
to  explore  client  agency  housing  and  real  estate  alternatives  now  available  which 
may  not  have  been  present  at  the  inception  of  these  projects. 

In  pursuing  these  goals  we  are  mindful  of  the  risks  and  cost  of  change,  of  the  dif- 
ficulty of  undoing,  if  only  in  part,  what  has  already  been  done.  We  are  also  aware, 
however,  that  most  real  estate  projects  are  designed  to  meet  long-term  needs  and, 
if  implemented  now  without  full  regard  to  changing  requirements,  opportunities, 
and  costs,  will  be  held  up  as  examples  of  wasteful  spending  and  mismanagement. 

"Time-Out  and  Review"  has  been  thoughtfully  designed  and  is  being  carefully  im- 
plemented to  maximize  the  opportunities  and  to  minimize  the  risks  associated  with 
the  reevaluation  and  potential  modification  of  major  projects.  GSA's  regional  offices 
have  been  tasked  with  approaching  client  agencies  to  confirm  their  space  needs  and 
their  continuing  commitment  to  the  projects.  The  regional  reassessments  will  focus 
on  the  conformity  of  projects  to  benchmark  construction  cost  and  efficiency  values, 
and  on  the  availability  of  suitable  alternative  real  estate  solutions,  such  as  Base  Re- 
alignment and  Closure  Act  properties.  Resolution  Trust  Corporation  properties,  and 
other  building  purchase  opportunities.  In  the  case  of  modernization  projects,  con- 
struction costs  are  being  compared  to  building-specific  benchmarks,  the  acceptable 
reinvestment  level  for  each  facility.  Major  lease  projects  are  being  reexamined  as 
potential  candidates  for  Federal  construction  or,  preferably,  other  alternative  means 
of  providing  Government  ownership.  For  all  types  of  projects  included  in  the  review, 
the  regional  offices  have  been  asked  to  identify  the  risks  and  adverse  consequences 
associated  with  project  delay,  modification,  or  cancellation. 

The  regional  review  of  projects  represents  only  the  first  phase  of  'Time-Out  and 
Review".  A  team  of  realty  specialists  within  GSA's  Central  Office  has  been  assem- 
bled to  analyze  the  data  and  findings  submitted  by  the  regions  on  each  of  the 
projects  subject  to  the  review.  In  order  to  avoid  project  delays  wherever  possible, 
the  regions  have  been  requested  to  submit  this  information  on  a  priority  basis,  tak- 
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ing  into  full  account  the  milestone  dates  which  are  critical  to  project  procurements. 
The  review  team  in  the  central  office  is  similarly  sensitive  to  project  milestones  and 
is  arranging  its  analysis  and  review  priorities  accordingly. 

The  GSA  "Time-Out  and  Review"  team,  supported  by  GSA  program  offices,  has 
a  mandate  to  use  its  independent  judgment  to  reexamine  projects,  to  seek  the  most 
cost-effective  real  estate  solutions  for  currently  confirmed  cUent  requirements,  and 
to  make  recommendations  regarding  whether  and  how  these  projects  should  move 
forward.  The  team  is  approaching  this  task  with  great  commitment  and  seriousness 
of  purpose.  We  will  have  initial  results  of  the  first  dozen  or  so  project  reviews  soon 
and  plan  to  share  them  with  you.  We  have  asked  the  regions  to  submit  all  requested 
materials  to  GSA  Central  Office  by  December  1,  1993,  and  expect  final  project  rec- 
ommendations based  on  the  work  of  the  "Time-Out  and  Review"  team  to  be  com- 
pleted by  March  16,  1994. 

As  you  know,  the  "Timeout  and  Review"  process  is  also  an  initiative  under  the 
Vice  President's  National  Performance  Review.  I  would  like  to  report  that  GSA  is 
aggressively  pursuing  the  other  recommendations  of  the  National  Performance  Re- 
view regarding  real  property  services.  We  have  estabUshed  a  full-time  implementa- 
tion team  and  we  are  organizing  our  efforts  in  accordance  with  the  NPR  report. 

We  are  working  to  establish  a  planning  group  to  establish  government-wide  policy 
for  real  property  asset  management.  This  group  is  expected  to  convene  in  January 
of  1994.  GSA  also  expects  to  begin  to  establish  by  January,  1994  a  competitive  en- 
terprise to  provide  real  property  services.  These  competitive  enterprises  will  be  oper- 
ated as  business  initiatives  to  establish  a  customer  service  organization  within  GSA, 
and  account  managers  have  been  already  assigned  on  a  pilot  basis  to  the  Depart- 
ments of  Justice  and  Transportation. 

By  April,  1994,  GSA  anticipates  expanding  its  delegation  of  lease  authority  to  cus- 
tomer agencies.  Agencies  will  also  be  delegated  greater  authority  to  procure  real 
property  services  such  as  facility  maintenance,  design  and  construction.  The  most 
important  recommendation,  however,  relates  to  the  establishment  of  an  ownership 
enterprise — an  asset  manager — that  will  hold  title  to  the  Government's  general  pur- 
pose office  space.  This  portfolio  of  owned  and  leased  premises  will  be  managed  for 
yield  in  the  same  manner,  and  measured  against  comparable  benchmarks  of  the  pri- 
vate sector.  We  anticipate  that  this  will  be  operational  by  April,  1994. 

This  is  a  very  brief  summary  of  our  implementation  plans  in  the  real  property 
area.  It  is  our  plan  to  keep  the  Subcommittee  and  the  full  Committee  fully  informed 
of  our  progress  as  we  proceed. 


Bovis,  Inc., 
Washington,  DC,  November  10,  1993. 
Hon.  James  Traficant, 

Chairman,  Subcommittee  on  Public  Buildings  and  Grounds,  House  Public  Works 
and  Transportation  Committee,  House  of  Representatives,  Washington,  DC. 
Dear  Mr.  Chairman:  Enclosed  are  the  comments  from  Bovis,  Inc.  on  H.R.  2680, 
a  bill  to  amend  the  Public  Buildings  Act  of  1959  concerning  the  calculation  of  public 
building  transactions. 

As  we  testified  earlier  this  year  before  the  House  Appropriations  Subcommittee 
on  Treasury,  Postal  Service  and  General  Government  and  in  discussions  held  with 
a  number  of  subcommittee  staff  members,  Bovis  Inc.  and  the  three  construction 
management  firms  which  comprise  it,  believe  that  the  federal  building  procurement 
guidelines  should  be  revised  to  provide  for  an  apples  to  apples  cost  comparison  of 
the  options  available  to  the  GSA.  H.R.  2680  is  a  significant  legislative  step  in  ad- 
dressing that  issue. 

Representatives  of  Bovis  Inc.  are  available  to  meet  with  you  or  your  staff  on  this 
or  on  other  issues  relating  to  the  acquisition  of  federal  facilities. 
Sincerely, 

Susan  J.  Loom  is. 

Vice  President. 


Statement  of  Bovis,  Inc.  on  H.R.  2680— A  Bill  To  Amend  the  Public  Buildings 
Act  of  1969  Concerning  the  Calculations  of  Public  Buildings  Trans- 
actions, November  10,  1993 

Bovis,  Inc.  is  a  holding  company  of  three  construction  management  firms  that,  ac- 
cording to  the  leading  trade  publication.  ENR,  is  the  second  largest  construction 
management  company  for  fee  in  the  country.  The  firms  comprising  Bovis,  Inc  are: 
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Lehrer  McGovern  Bovis  headquartered  in  New  York  City;  McDevitt  Street  Bovis 
headquartered  in  Charlotte,  NC;  and  Schal  Bovis  Inc.,  headquartered  in  Chicago. 

Besides  a  significant  portfolio  of  private  sector  projects  and  clients,  the  Bovis,  Inc. 
companies  have  performed  and  are  performing  work  on  various  federal  projects,  in- 
cluding a  number  procured  by  the  General  Services  Administration  (GSA).  That 
work  ranges  from  contracts  directly  with  the  GSA  for  construction  management 
services  on  new  construction  and  repairs  and  renovation,  as  well  as  performing  con- 
struction services  for  developers  holding  contracts  with  the  GSA. 

The  Bovis,  Inc.  companies  support  H.R.  2680,  legislation  introduced  to  signifi- 
cantly change  the  budget  scorekeeping  rules  for  real  estate  and  facilities  acquisition 
by  the  GSA. 

In  testimony  before  the  House  Appropriations  subcommittee  on  the  Postal  Service 
and  General  Government  on  March  25,  1993,  Bovis,  Inc.  recommended  that  Con- 
gress "direct  0MB  to  cease  its  differentiation  in  scorekeeping  between  acquisition 
of  facihties  for  ownership  by  the  federal  government,  and  leasing  of  facihties,  which 
has  a  built-in  bias  against  federal  ownership  of  facilities." 

H.R.  2680  takes  that  step. 

The  current  budget  and  scorekeeping  provisions  require  that  the  entire  cost  of 
construction  of  a  facility  or  the  entire  cost  of  purchasing  a  faciUty  directly  or 
through  a  lease-purchase  agreement,  be  accounted  for  in  the  first  year  of  the  ex- 
pected life  of  the  facility  or  the  purchase  agreement,  rather  than  amortizing  the 
costs  over  the  actual  construction  period  or  over  the  number  of  years  of  the  pur- 
chase agreement.  Amortizing  the  costs  in  this  manner— in  the  year  they  are  in- 
curred— is  the  process  adhered  to  in  private  real  estate,  development  and  construc- 
tion, and  is  the  most  forthright  manner  by  which  to  compare  costs. 

The  costs  of  operating  leases,  however,  are  spread  over  the  entire  length  of  the 
lease  term.  This  gives  the  appearance  of  a  lesser  per  year  cost,  in  the  short-t«rm, 
of  the  leased  facility,  (when  comparing  the  first-year  costs  with  ownership  options) 
making  the  total  line-item  budget  bottom  line  more  acceptable  to  0MB.  In  terms 
of  the  true  long-term  costs  this  fiction,  as  the  total  costs  of  a  leased  facility  are  far 
greater  than  are  the  total  costs  to  build  or  buy  a  facility.  The  federal  government 
also  has  no  equity  interest  at  the  conclusion  of  the  term  of  an  operating  lease. 

The  current  budget  and  scorekeeping  procedure,  in  effect  since  1990,  limits  the 
ability  of  the  GSA  to  have  the  maximum  number  of  options  available  in  its  effort 
to  acquire  appropriate  facilities  in  which  to  house  federal  government  activities  and 
personnel  at  a  cost  most  beneficial  to  the  taxpayer.  The  current  scorekeeping  may 
be  budgetarily  correct  in  the  short  term,  but  is  uneconomical  by  any  other  measure- 
ment. 

Bovis,  Inc.  urges  the  sponsors  of  H.R.  2680  to  move  ahead  in  the  effort  to  remedy 
the  current  inequities  in  federal  procurement  of  buildings  and  facihties,  and  sug- 
gests that  the  following  point  be  included  or  clarified:  Clarify  that  the  change  in  the 
rule  would  also  include  scorekeeping  new  construction  projects  over  the  length  of 
the  design  and  construction  period,  rather  than  placing  all  costs  in  the  year  the 
project  is  authorized. 

This  clarification  would  assure  GSA  that  new  construction,  direct  purchase  and 
lease-purchase  all  have  equal  standing  in  the  eyes  of  the  Congress  when  acquisition 
of  a  facility  for  federal  ownership  is  under  consideration. 

Bovis,  Inc.,  GSA  Projects 

Lehrer  McGovern  Bovis: 

Foley  Square  Courthouse  (New  York  City) — New  construction. 

Ninth  Circuit  Court  of  Appeals  (San  Francisco,  CA)— Repair  and  renovation. 

White  Plains  Courthouse  (White  Plains,  New  York)— New  construction. 

Long  Island  Courthouse  (Islip,  New  York) — New  construction. 

Calexico  and  Otey  Mesa  Border  Stations  (California)— New  construction. 

H  and  North  Capitol  Streets,  NW  (Washington,  D.C.)— Interior  build-out  for  GSA 
tenant  agencies. 

McDevitt  Street  Bovis: 

Comptroller  of  the  Currency  offices  (Washington,  D.C— Boston  Properties,  devel- 
oper. 

NASA  Headquarters  (Washington,  D.C.)— Boston  Properties,  developer. 

Health  Care  Financing  Agency  (Baltimore,  MD>— Boston  Properties,  developer. 

O 


GPO   :    1994  O  -  78-707 


ISBN   0-16-044361-X 


9  780160 


443619 


0000 


